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United States-Japan Trade 
Agreement 


White House Statement. January 13, 1978 


The President is pleased by the 
agreement reached between Ambassadors 
Strauss and Ushiba on behalf of the U.S. 
and Japanese Governments regarding 
trade and other economic issues of com- 
mon concern. The President believes that 
the agreed measures constitute a prom- 
ising development in the two countries’ 
efforts to strengthen economic relations; 
he is gratified at the provision for fol- 
lowup meetings to discuss both imple- 
mentation of this agreement and further 
progress. 


This agreement should strengthen the 
bonds of friendship between the two 
countries, underlining their will and abil- 
ity to cooperate with each other and with 
other nations in devising common actions 
to meet common problems. The President 
is gratified at the role played by Prime 
Minister Fukuda in helping to bring 
about this outcome. He looks forward to 
working in concert with the Prime Min- 
ister in regard to continuing efforts to 
promote a healthy world economy. 


Interview With the President 
Remarks and a Question-and-Answer Session 
With a Group of Editors and News Directors. 
January 13, 1978 


THE PRESWENT. Well, first of all, I want 
to welcome you all here and let you know 
that it’s very good for me to have a 
chance to meet on these fairly frequent 
occasions with editors and other news 
leaders from around the Nation. I'll out- 
line just a few things that are going on 
right now that might be of interest to you 
and spend what time we have available 
answering your questions. 


ADMINISTRATION POLICIES 


We’ve now concluded a very good 
agreement with the South Koreans and 
with Tongsun Park and his lawyer for a 
very thorough discussion with him on the 
record, without any constraints, even with 
lie detector confirmation of his veracity, 
and without any prohibition against fu- 
ture interrogations by the congressional 
committees, which I think is very satis- 
factory. 

This has been an unpleasant inter- 
relationship between ourselves and the 
South Korean Government because of the 
sensitivity of this issue. But I’ve always 
kept in mind how important our good 
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relations with the South Korean people 
is to us and to them and even to all the 
people of Northeast Asia. 

We've had a defense pact with the 
South Koreans ever since 1954. We in- 
tend to honor all the elements of that 
defense treaty. We are committed to the 
security of South Korea. We'd like to 
have the differences between them and 
North Korea resolved in a friendly and 
mutually constructive fashion. 

We support direct negotiations between 
the North and South Koreans. We will 
participate with them and other inter- 
ested parties if necessary. We've been in- 
vited by the North Koreans, indirectly at 
least, to meet with them without the 
South Koreans being present. We are not 
willing to do that. 

We enjoyed last year about a $5! bil- 
lion trade with South Korea, about a 
billion dollars of which was for agricul- 
tural products. So, I wanted to mention 
this because quite often, in the excitement 
of discussing the unpleasant Tongsun 
Park experience, we lose sight of the fact 
that South Korea is a strong ally of ours. 

We are concerned about the human 
rights issue in South Korea, and we’re 
doing everything we can to impress upon 
the leaders in South Korea that this is a 
problem for us and creates a bad impres- 
sion among our own people. 

We have, additionally in foreign affairs, 
the prospective meeting in Jerusalem on 
the 15th between the foreign ministers of 
Egypt and Israel. [ll be consulting with 
Cy Vance tomorrow before he goes to 
join those discussions. He’s just now re- 
turning from a speaking trip around the 
country to talk about the Panama Canal 
treaties. 

I stay in close touch, as you can well 
imagine, with Prime Minister Begin and 
President Sadat and other leaders. I com- 
municate with some of them several times 
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a week through diplomatic dispatch and 
personal letters, which are delivered very 
quickly between us. 

We put a great deal of importance into 
these discussions in Jerusalem. I think if 
the peace process that Sadat has initiated 
should break down, it would be a very 
serious blow to world peace. And we’re 
determined to add our good offices when- 
ever we can. 

In the upcoming Congress—to change 
the subject again—we’ll be considering 
quite early the Panama Canal treaties, 
probably second only in urgency as far 
as time goes to the energy legislation itself. 
We hope that we can get both these major 
matters out of the way fairly early, so 
that we can address the more routine sub- 
jects that are important to us all. 

Pll be presenting the budget to the 
Congress later this month. Ill make a 
State of the Union speech the 19th. I 
hope to get up to Camp David this week- 
end to do some final work on the State of 
the Union draft, on which we’ve been 
working for several weeks now. 

I think it’s important that we continue 
to put strong emphasis on the economy. 
As you know, we’ve had a fairly good year 
in 1977 as judged by the cold statistics. 
We saw the unemployment rate drop a 
little more than 14 percent; corporate 
profits were up about 111% percent. 

We had an increase in the gross na- 
tional product, between 5 and 6 percent. 
In the last 6 months, we had the inflation 
rate down around 4 percent, although we 
still have about a 6-percent underlying 
inflation rate. And we want to keep this 
going. 

The prospects are for fairly good eco- 
nomic indicators to show up the first two 
quarters of 1978, and then, because of 
worldwide problems, it’s likely to taper 
off unless we do something. So, I do in- 
tend to advocate to the Congress a sub- 
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stantial tax cut for American citizens and 
businesses for this coming year to begin 
or to be effective the Ist of October. 

I think it’s a well-balanced budget. We 
used zero-based budgeting techniques in 
every department, every agency. It worked 
out well for us. I think it will get even 
better in subsequent years because of 
experience with it. We are concerned 
about some of the pockets of unemploy- 
ment, particularly among young minority 
groups—in fact, young people of all races. 
But we'll be emphasizing this during this 
coming year. 

I’m consulting with both congressional 
leaders and business, labor leaders, trying 
to get as much harmony as possible within 
our democratic institutions—democratic 
with a small “d.” And we have, I think, 
a need to recognize what a strong, viable, 
productive, progressive, great country we 
have. 

Quite often we tend to emphasize 
overly, I believe, the disharmonies and the 
debates and the contentious, transient 
issues, because that’s where the news lies. 
But I think pervading all the conscious- 
ness of America, and also the conscious- 
ness of the outside world as they look at 
us, is the realization of our strength. And 
this, of course, relates directly to our sys- 
tem of government and our system of free 
enterprise and the confidence that the 
people have in our institutions, govern- 
ment and otherwise. 

I’ve enjoyed being President this first 
year, almost a year now, and look forward 
to the next one. I think I’ve learned a lot. 
We've got along well with the Congress, 
and for our first year of the term, I think 
we've done a good job in keeping the 
promises that I made. 

A lot of people say, “Well, you prom- 
ised this, and you’ve been in office a whole 
year now and haven’t done it.” And I 
think it’s obvious that many of the things 
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are so longstanding and so difficult that 
you can’t possibly expect miraculous and 
instant results. But I’m pleased with what 
we've attempted and especially pleased at 
the cooperation the Congress has given to 
me. 

I'd be glad to answer any questions that 
you have now in the limited time we have 
available. 

QUESTIONS 


GOVERNMENT REFORM 


Q. Mr. President, as a candidate for the 
Presidency, one of your great assets was 
the fact that you weren’t a member of the 
Washington establishment and, therefore, 
gave your supporters the hope that you 
could raise the level of our Government 
above the morass of bureaucratic redtape 
and cynicism. 


Mr. President, after a year in office, 
what are the possibilities of you or any 
new President improving our form of gov- 
ernment and getting it above this business 
of “government of the people for the bu- 
reaucrat and by the bureaucrat”? 


THE Presipent. I think one of the 
most frequent criticisms that has been 
made of me and my own administration is 
not becoming a part of the Washington 
establishment. [Laughter] If you read the 
local news media, you see that that’s one 
of the things that we haven’t been assimi- 
lated into—the social structure and so 
forth of Washington. 


We’ve made some, I think, good im- 
provements in the organizational struc- 
ture of Government. We formed a new 
Department of Energy. We’ve eliminated 
now, I think, about 400 agencies and com- 
missions, advisory boards, and so forth, 
that were unnecessary. We’ve gotten au- 
thorization from the Congress for a much 
more substantive reorganization effort to 
be concluded within a 3-year period. 
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As I said earlier, we’ve initiated zero- 
based budgeting. We’ve begun to cut back 
on paperwork. We're eliminating unnec- 
essary regulations and constraints on the 
free enterprise system and also on private 
citizens. We’ve made substantial progress 
with OSHA, for instance, which is one 
of the most highly criticized Federal 
programs. 

I think that we have brought some 
constructive ideas to Washington, derived 
from our long campaigning around the 
Nation and also from my own experiences 
as President. 

We've got a superb Cabinet. There’s 
not a single member of the Cabinet that 
sits around this table every Monday morn- 
ing that I would want to change. I’m 
proud of every one of them. They’re indi- 
vidualistic. They run their own depart- 
ments without interference from me. They 
consult with me and the other Cabinet 
officers on basic policy. There’s a har- 
mony among them that’s almost unprece- 
dented, and the harmony exists, too, 
among people within the White House 
staff and between the White House staff 
and the Cabinet. Some of these things are 
quite different than they have been in the 
past. 

When we deal with the Soviets on 
SALT or a comprehensive test ban, or 
when we deal with the Middle East ques- 
tion, I don’t have to worry about conten- 
tiousness or jealousy or lack of communi- 
cation or an incompatibility between the 
national security adviser, the Secretary of 
State, the Secretary of Defense, the Secre- 
tary of Treasury, and others. 

This has not always been the case. 
We've still got a lot of faults, of course, 
but I think in these ways, we’ve improved 
the situation in Washington. That’s a 
completely objective and unbiased 
opinion. [Laughter] 
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SECOND TERM IN OFFICE 


Q. Mr. President, Marx Gibson from 
Joliet, Illinois. You said you’ve enjoyed 
the first year in the White House. When 
will you decide if you’re going to try for a 
second term, and are you aware of Gov- 
ernor Thompson from Illinois’ interests in 
replacing you here? 

Tue Preswent. The answer to your 
first question is I don’t know, and the 
answer to the second question is no. 
[Laughter] 


THE MIDDLE EAST 


Q. Mr. President, I gather there’s some 
concern at the State Department over the 
course of Middle East negotiations, spe- 
cifically a feeling that President Sadat’s 
initiative has not really been matched so 
far by Israel and specifically a feeling that 
Israeli action over the settlements has not 
been helpful. 

Do you feel that the Israeli response so 
far has been satisfactory, or do you simply 
feel that it would be impolitic for you to 
exert the influence that, I guess, some 
people at the State Department are urging 
you to do? 

Tue Present. I don’t know of any 
urging that has originated in the State 
Department to which I have not re- 
sponded to their satisfaction. Cy Vance 
and I, you know, are constantly working 
together, along with the Vice President 
and Dr. Brzezinski and all of the staff that 
work under all of us, to make sure that 
our approach to the Middle East is care- 
fully considered. 

We have a limited role to play. We are 
there to be constructive and to respond 
to their requests and to be active when 
there’s a dormant situation in the Middle 
East; to be much more reticent when we 
think progress is being made without us. 
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It was an unpleasant thing for me for 
9 months or more to be the intermediary 
between nations who wouldn’t even speak 
to each other, who wouldn’t communi- 
cate directly with each other almost with 
a religious fervor. And now, to see Sadat 
and Begin and their representatives ne- 
gotiating directly is a very major step 
forward and a very gratifying thing for 
me to observe. 

I think Sadat’s initiative has been bold 
and courageous. I think it’s too early to 
say whether or not the Israeli response is 
adequate. That’s for Sadat to judge. The 
major bone of contention right now, of 
course, is the highly publicized Israeli 
position on settlements, which we have 
always considered to be illegal. 

And I just can’t imagine Prime Minis- 
ter Begin and the Israeli Government 
having the basic peace negotiations broken 
down because of an argument about 
settlements. It may very well be that in 
the West Bank or the Sinai that there 
could be some mutual agreements between 
Jordan, Egypt, Israel, that some of those 
Israeli settlers could stay on there. But 
that would be tied in very intimately with 
whether or not United Nations forces 
were the peacekeeping forces or whether 
the responsibility was Jordan’s or the 
Palestinians’ or Egypt’s. 

I think the details of those things are 
matters that I ought not to address pub- 
licly. I do discuss them without constraint 
with both Begin and Sadat, and we are 
very forceful in letting Prime Minister 
Begin and the Arab leaders know when 
we disagree with their position. 


I’ve been very careful to do one thing, 
and that is that whenever we have an 
American position to put forward as a 
compromise or as a basis for discussions 
earlier this year, to put it in writing and 
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show exactly the same document to Sadat, 
to Hussein, to Begin, and also to Asad, 
just so there’s no doubt about where we 
stand and what we are proposing. And 
then, if Begin disagrees with item num- 
ber four, we tell Sadat—with Begin’s per- 
mission, of course—this is something that 
Begin disagrees with, and seek his re- 
sponse. That was a tedious and, I say, 
unpleasant responsibility. But now we are 
there to cooperate with them. 

The last thing I want to say is that our 
effectiveness in a time of stalemate or dis- 
pute is exactly compatible or commen- 
surate with the trust that they have in 
me. If I should ever do anything to make 
either the Prime Minister or President 
Sadat or King Hussein or Asad feei that 
we weren’t acting in good faith, that I 
was lying to them or misleading them or 
shading the truth, our effectiveness would 
be completely destroyed. 

I don’t think we’ve ever done that yet. 
It means, sometimes, that our Nation is 
taking the blame from both sides when 
we put forward a position that was not 
instantly acceptable. But I’m pleased with 
the progress made so far. 


NUCLEAR POWER 


Q. Mr. President, I’m Dick Smyser 
from Oak Ridge, Tennessee. Mr 
Brzezinski told us this morning that you 
are a man who chooses his words very 
carefully. It seems to us in Oak Ridge, 
either rightfully or wrongfully, that when 
you talk about energy you either con- 
sciously don’t mention nuclear power or 
mention it only in negative terms. And it 
seems to us that this has something to do 
with the public perception of nuclear 
power. 

In the light of recent concern for CO, 
and what you said yesterday about oil 
imports, do you still think that nuclear 
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power is kind of a last resort, a necessary 
evil? 

THe Present. Well, you know, when 
I say “last resort,” a phrase that I used 
throughout the campaign and have used 
as President, too, it doesn’t mean that it’s 
a necessary evil. My own position is that 
we ought to have conservation of energy 
as a first priority—in fact, if I have to 
put them in an order, to cut down on the 
waste of all kinds of energy. 

Secondly, we ought to try to use as 
much as possible of our oil and gas in 
this country, rather than importing very 
expensive oil and gas, which causes us 
to have balance of payments problems. 
We ought to shift to other forms of en- 
ergy. Coal would be one. I would say I 
would rather shift to solar than coal. But 
there’s a legitimate place for nuclear 
power in our country. 

My background is in nuclear power 
production, as you know. In the early 
stages of the development, before there 
was a nuclear powerplant in existence in 
in the world, I worked in this program. 
And I was active early this past Decem- 
ber in a highly publicized ceremony to 
put into operation and to connect with 
the power grid of our country the first 
thorium breeder reactor. 

But I think we ought to have a realiza- 
tion that nuclear power should fill in the 
gap between those other sources of energy 
and what our Nation’s total needs are. 

We've just approved an agreement 
with the Iranians where that country, 
very rich in oil, can purchase atomic re- 
actors from our own Nation, which I 
think will bring in a lot of job opportuni- 
ties for Americans. 

The major dispute has been on whether 
or not we should go forward immediately 
with the Clinch River liquid metal fast 
breeder reactor. I don’t think we should. 
I don’t think it’s time. I don’t think we 
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need it yet. I think if it were built as pres- 
ently designed, it would be outdated by 
the time it was completed. It’s extraordi- 
narily expensive. 

But we still have allocated, with my 
complete support and approval, almost a 
billion dollars for research and develop- 
ment in the breeder reactor field. And I 
think this has been the major item that 
has been highly publicized that has caused 
concern in Tennessee. 


So, I'd say that within that framework, 
there’s a legitimate role for atomic power 
to play. If there are constraints in the 
future on light water reactors, it won’t be 
because of obstacles placed in their way 
by the Government. It will be other prob- 
lems that might prevent their being 
widely used in this country, economic 
problems, primarily. 

Q. Thank you. 

THE PresiDENT. Yes? 

Q. Ladies before gentlemen. 

THE PRESENT. Go ahead. 


TOBACCO PRICE SUPPORTS 


Q. I am Linette Burton from the Wil- 
ton, Connecticut, Bulletin. I happen, by 
pure chance, to be sitting in the seat that 
really belongs to Mr. Califano, which 
made me think that isn’t it odd that while 
the United States Government continues 
its price support of the tobacco industry, 
Mr. Califano has come out so strongly 
against smoking? 

THE Present. I don’t think it’s odd. 
As you know, Connecticut produces a lot 
of tobacco, and so does Georgia. 
[ Laughter] 

Q. That’s not why I asked. [Laughter] 

Tue Present. No, I think that this 
is not particularly odd. The price support 
program is designed to provide stability 
in the agricultural community. Tobacco 
is produced in this country. It has been 
produced in this country for more than 
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300 years, and I imagine it will be pro- 
duced in this country years and years in 
the future. It’s a major export item. 


The people of our Nation decide to use 
it. I’ve never smoked a cigarette in my life, 
as a matter of fact. I just don’t have any 
urge to. My father did smoke four or five 
packs a day, and he died with cancer, per- 
haps because of cigarette smoking. 


But I think to stabilize the production 
of an agricultural product like tobacco, 
which is accepted, which is legal, is a re- 
sponsibility of Government, and it’s one 
that I approve. 


On the other hand, Joe Califano is re- 
sponsible for the Nation’s health. And the 
Surgeon General, years ago—I’d say 15 
or 20 years ago—and all HEW Secretaries 
since then, have supported a highly pub- 
licized campaign to reduce the con- 
sumption of tobacco, certainly cigarette 
smoking, which is the most potentially 
harmful. The same thing applies to the 
State Department, who are constantly 
searching for peace at the same time the 
Defense Department, you know, prepares 
military strength to try to make sure we 
have peace. 


And we have a real need to understand 
that the two are not necessarily incom- 
patible. We are not trying to encourage 
cigarette smoking by providing a stability 
in agricultural production of tobacco. As 
a matter of fact, the relatively small sub- 
sidies that the Government pays—it’s not 
an expensive program—actually increase 
the cost of tobacco to some degree, per- 
haps, and make the price of cigarettes 
higher. 


The HEW Secretary has advocated an 
increase in taxes on cigarettes and a more 
severe warning on the packages. But | 
think there is, you know, no real conflict, 
although on the surface there seems to be. 
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U.S. RELATIONS WITH ASIA 


Q. Mr. President, ’'m Larry Giesting 
from Rushville, Indiana. During the past 
year you were to Europe twice to reassure 
our allies there of our continuing support. 
Are you planning to meet with our Asian 
allies either here or some other spot? 

THE PReEsIDENT. Asian? 

Q. Asian. 

Tue PresipENT. Well, I’ve had come 
to meet with me this past year the prime 
ministers or other leaders of New Zealand, 
Australia, Japan, Malaysia, Singapore, 
and so forth. I have met with them al- 
ready. I don’t have scheduled a trip to 
Asia. It might very well be that the Vice 
President would go to Asia later on this 
year. He’s going to make a trip very soon 
to Canada and to Mexico. But there’s a 
possibility that he would go to visit those 
countries personally. 

As a matter of fact, last year, my staff 
figured out that I had met personally with 
the leaders of 68 nations—that’s the top 
leader. I don’t think any President has 
met with that many before. I think Presi- 
dent Kennedy met with 44. 


I won’t meet with nearly so many lead- 
ers this year. Many of them wanted to 
come to see me because I was so unknown. 
I didn’t have a voting record in Washing- 
ton. They didn’t know what to anticipate, 
so there was a heavy pressure on us to 
invite them and we responded to that. 

But this doesn’t mean that we ignore 
the problems in Asia. I was in Japan the 
year before last, in May, and Prime Min- 
ister Fukuda is very likely to come here 
before the summer to see me again. I met 
with him personally in London last May. 

I started out this session emphasizing 
the importance to us of strong ties to 
South Korea, which is kind of a linchpin, 
militarily speaking, for the Northeast 
Asian part of the country. My son was 
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just out in the Southwest Pacific this past 
week. We added as commonwealths the 
American Samoa and the Northern Mari- 
ana Islands. It’s the first territory that our 
country absorbed since 1914. And I 
couldn’t go personally, but my family 
went out to let them know we care about 
them. 

So, I don’t think by any stretch of the 
imagination we have ignored Asia’s 
importance. 


VIEWS ON THE 


Q. Mr. President, this is the time for 
New Year’s resolutions, and you’ve been 
President for a year. Do you have any 
New Year’s resolutions as to how your ad- 
ministration can do its job better in the 
second year than it did in the first year? 
I’m more concerned with how, rather 
than what. 

THE PresiwenT. Well, we’ve obviously 
learned. I had never been to Washington 
in any official capacity until I became 
President. 

I had come here to represent Georgia 
as Governor. I had been through here 
when I was an ensign, lieutenant jg. in the 
Navy. But Washington was new to me 
when I came. And quite often when I 
meet with congressional leaders, I ask 
them to remember how they felt the first 
time they came to Washington and how 
other people helped them. Well, I’ve had 
good help this past year. 

We’ve learned a lot. As I said in the TV 
interview just before I went on the trip, 
my most serious problem, I think, was in- 
advertently building up expectations that 
were too high this past year. Without any 
criticism of the Congress, I underesti- 
mated the time it takes for Congress to 
act on major, controversial bills. 


PRESIDENCY 


I thought we’d have a good start on 
tax reform. I won’t present it until a week 
or so from now. I thought we’d have an 
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energy package complete. I thought we’d 
have welfare well on the way—the com- 
mittees are holding hearings now. But 
we've had good accomplishments. I think 
this next year, this year that we’re in 
now, we'll have a much more carefully 
planned agenda for the Congress. 

We are consulting much more inti- 
mately now with the congressional leaders 
and their staffs before we send to the Hill 
a specific bill of any importance. I think 
the Members of Congress have gotten to 
know me better. I think Pll be much 
more reticent to set specific deadline dates 
for ourselves to meet when I don’t have 
control over the meeting of that target 
date. 


I’m going to reduce substantially the 
number of issues in which I’m personally 
involved before the public and let the 
Cabinet officers do more of that, which 
I think will be better. It'll give me much 
more of an ability to focus on the things 
where the President’s personal involve- 
ment is necessary. 

I think as far as foreign issues are con- 
cerned, I’ve weathered the year of just 
becoming acquainted with foreign leaders. 
I think I’ll be able now to meet with and 
negotiate with leaders in a much more 
discriminatory way, just where my pres- 
ence, again, 1s necessary. 

As far as family life and my physical 
well-being, it wouldn’t be possible to im- 
prove that this year. It’s been very, very 
good this past year. I feel at ease with the 
job. 


So, I think, primarily restricting my 
own personal involvement in a multi- 
plicity of issues simultaneously and work- 
ing more intimately and closely with the 
Congress, consulting with them better, 
understanding the congressional processes 
and giving more responsibility in a public 
way to my Cabinet officers—those are 
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some of the things offhand that come to 
mind. 

Yes? Let me get my old friend from 
southeast Georgia. 


URBAN POLICIES 


Q. Talk about the problems with 
the suburbs and the major cities. It’s not 
just a Georgia problem, I understand. 

THe Presiwent. That’s right. We'll 
have an urban package to put forward 
in March. Of course, the thing to remem- 
ber is that almost every program that we 
put to the Congress or every budget item 
on the domestic scene is oriented pri- 
marily to the urban areas, because that’s 
where your major concentrations of un- 
employment and the major problems are. 
Even many of the aspects of the agricul- 
ture bill, you know, relate to urban 
dwellers. 

Food stamp reform, which was accom- 
plished last year, is one example. We'll 
have a substantial increase in the allot- 
ment of funds for housing, for urban de- 
velopment, for education, for transporta- 
tion, for providing jobs for those who are 
currently unemployed. And I think we’ve 
brought back a great deal of the balance 
that ought to exist between the down- 
town, sometimes deteriorating urban cen- 
ters on the one hand, and the suburban 
areas on the other. 

We are trying to rebuild both the in- 
terest at the local community level and 
also the Federal Government involvement 
in the downtown urban areas which, I 
think, had been to some degree neglected. 
Quite often the Congress would design a 
program in the past for the more rapidly 
deteriorating, more needy parts of the 
country, but because of the better orga- 
nization, higher level of education and 
public awareness, higher degree of polit- 
ical influence, the suburbs, completely 
legally, would get most of the benefits of 
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those programs. We are trying to provide 
a better balance now. 
Q. Thank you. 
THE PrEeswENT. Good to see you up 
here. 
FRIENDSHIP FORCE 


Q. Mr. President, thank you for recog- 
nizing me. I don’t think my family would 
have let me come home if I had not 
mentioned this to you today. 

My oldest daughter has just returned— 
or shortly returned from Caracas, Vene- 
zuela, having participated in one of your 
people-to-people programs. 

THE PREsIDENT. Oh, great. 

Q. She wanted me to report to you that 
her trip, at least, was a tremendous suc- 
cess. This does seem like a pretty effective 
way to improve relations between nations 
on a people-to-people basis and a rela- 
tively inexpensive one. Do you have plans 
to expand this program 

THE PRESIDENT. Yes. 

Q. to make it available to more 
Americans? 

THE PresIvDENT. Yes. I wish all of you 
would mention this when you get back 
home in your own way. [Laughter] 

My wife initiated this program. It’s 
called the Friendship Force. We started 
it when I was Governor of Georgia. Every 
year we would send a planeload of people 
down to Brazil, and we’d bring the same 
plane back to Georgia full of Brazilians. 
And each group would stay about 10 
days—never stayed in a motel or hotel; 
they stayed in private homes. The ex- 
penses are very, very low, like $250 for 
the round trip, which is the only expense. 
The only thing you had to do was to pay 
your way down and back, that very 
modest amount, and get one of your 
neighbors to take a Brazilian in the home. 

Since then, my own family—this has 
nothing to do with government, it’s all 
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outside the government—-since then, my 
mother’s been to Ireland on a trip. This 
one actually originated in Des Moines, 
Iowa. And Mother just went out and 
joined them to fly over to Ireland and 
spent 10 days and came back. My mother- 
in-law and my brother-in-law went to 
England, to Newcastle, England. This 
trip to Caracas, I think, originated in 
Tennessee, did it not? 

Q. Yes, sir; in Nashville. 

Tue Presipent. And my second son, 
Chip, and his wife will go from Connecti- 
cut this coming week, I think, to Tel 
Aviv, to Israel, and stay over there. I 
think there will be 420 people on a 747 
going from Connecticut to Israel. And 
that same plane will bring 425 Israelis 
over here to stay in the Connecticut area. 
It’s one of the finest programs I’ve ever 
seen. It really generates a geruine inter- 
est in each other’s countries. 

And we'd like for that to happen all 
over the Nation. If you have an interest 
in it, you could write my wife. And I 
think if you could stir up a planeload of 
people, you would find that your problem 
would be trying to keep the crowd down, 
rather than to recruit people. It’s a won- 
derful, nongovernmental program that I 
think is worthy of legitimate pride. I’m 
glad you brought it up. 


U.S. FORCES IN EUROPE 


Q. Mr. President, Steve Frady from 
Carson City, Nevada. Do you intend to 
use the troops leaving South Korea to 
meet the pledge you made to the NATO 
nations? 

THe PresivenT. Yes. Those troops will 
probably come back to our country to a 
staging area. We will increase in the 
NATO area our troop placement, in this 
18-month period, about 8,000. We now 
have about 210,000, roughly, soldiers in 
Europe and roughly 300,000 in all, in- 
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cluding the Air Force and the Navy, plus 
another 50,000, approximately, in ships 
around the European theater. 

But we are trying, also, at the same 
time, to make a more efficient use of our 
money. We’ll reduce substantially the pro- 
jected defense expenditures below what 
President Ford had projected for 1979. 
But at the same time, we'll have a real 
growth above the inflation rate of about 
3 percent in outlays or expenditures this 
coming fiscal year. We are trying to cut 
down waste, and we’re trying to orient our 
forces where they’re most needed. 

We also are preparing—by stockpiling 
materiel in the European theater and by 
having a much more mobile military capa- 
bility—we are trying to reduce substan- 
tially the amount of time it would take to 
shift continent-based, United States-based 
mobile units over into Europe if it became 
necessary. Of course, what we are doing 
this for is not to create a war but to pro- 
vide an open, sure demonstration to the 
Warsaw Pact nations that we are capable 
of defending Europe along with our Euro- 
pean allies. 

So, when we do bring the troops back 
from Korea, they won’t be disbanded. 
They'll be used on this continent as a re- 
serve force that can be used in Europe 
expeditiously, if necessary. 

Let me just take one more question. 

Q. Mr. President, you may be sorry. 

THE PresIDENT. That’s all right. 

Q. This is going to be a Marston ques- 
tion. [Laughter] 

THE PresIDENT. Go ahead. 


U.S. ATTORNEY DAVID MARSTON 


Q. It seems to have become, from a 
local political squabble, it has escalated 
into a national test of the political climate 
of this administration. I wonder if any 
thought had been given to the heavy bur- 
den that whatever Democratic appointee 
would carry going in there, having to pro- 
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duce indictments, whether they’re called 
for or not, simply to prove that he did 
his job? 

THE Presiwent. Well, it may or may 
not be a Democrat. I don’t think that’s 
been decided. I’m repeating substantially 
what the Attorney General has said. I 
never heard of Mr. Marston until just 
recently. 

We have literally dozens of these ap- 
pointments all over the Nation. And the 
Attorney General generally works out the 
decision whether to replace the incum- 
bent and, if so, you know, whom to choose 
as a replacement. 

He decided, apparently last March, 
that Mr. Marston ought to be replaced. I 
don’t think it’s a responsibility of the 
President to outline to the public the rea- 
sons that the Attorney General did not 
think Mr. Marston ought to stay there. 
I have no inclination to criticize him or 
any other person that is being replaced. 

Because there were ongoing investiga- 
tions, the Attorney General decided not 
to make the change immediately. The 
Pennsylvania congressional delegation— 
I think, to be honest, the Democrats 
there—finally came to me because of the 
delay. Once a decision was made, they 
thought in order to get rid of a very seri- 
ous political dispute that kept going on, 
that the Attorney General ought to name 
his successor. 


At that time, I still didn’t know who 
Mr. Marston was, but I relayed the-con- 
gressional concerns to the Attorney Gen- 
eral. He replied to me that he had long 
ago decided to replace Mr. Marston and 
that he was determined to make that re- 
placement on the basis of merit only and 
requested that the Democratic Members 
of Congress not become involved in try- 
ing to help choose a successor, to let him 
do it on strictly a basis of merit. And I 
said that’s what I would like to do. 
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The congressional Members assured 
me that although some of them in the 
past had recommended persons to take 
that job, that they would withdraw from 
that process and let the Attorney General 
do it, because of the controversy, appar- 
ently, that was surrounding this case in 
Philadelphia, that they would just get out 
of it and let the Attorney General make 
it. 

I don’t have any doubt that the Attor- 
ney General will make an excellent selec- 
tion. I think he would have without the 
publicity. Now, it’s incumbent on him to 
make sure that when the choice is made 
and the announcement is made—I make 
the final approval—that there’s a sigh of 
relief and a general consensus, assess- 
ment, that this replacement for Mr. 
Marston is indeed highly qualified. 

We're not ignorant about who—among 
what group the choice will be made. The 
Attorney General has been checking with 
the top members of the bar, the judges in 
that area, and so forth, to make sure that 
the people that he is now considering are 
all highly qualified. 

It’s a slow, tedious process. After he 
decides whom he wants—and he has not 
yet told me whom he will recommend— 
but after he decides, then the FBI has to 
do a long, tedious check to make sure 
that there’s nothing in the person’s back- 
ground that might cause embarrassment. 

We're going through the same process 
on a number of other appointments. The 
FBI Director is one of the most impor- 
tant. I’ve just done the same thing, as 
you know, to choose a Chairman of the 
Federal Reserve Board. It’s one of the 
time-consuming responsibilities that I 
have. 

But I’m positive that there will be no 
distortion of the attitude or commitment 
to prosecute, or to decide whether or not 
to prosecute, by the replacement for Mr. 
Marston. There are about 40 attorneys 
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in that office in addition to Mr. Marston, 
I understand. And they will continue any 
investigation that’s underway. 

I did not know until yesterday that any 
Member of Congress was being investi- 
gated by Mr. Marston. It’s just one of 
those things that was of high interest in 
Philadelphia that had not come to my 
attention until I encountered it yesterday, 
you know, with the press conference. 

Q. Thank you, sir. 


THE Present. But I think you can 
be assured that it will be a good appoint- 
ment. And I think, without derogating 
Mr. Marston at all—which I don’t have 
the inclination to do—I hope and expect 
that it will be well received in Philadel- 
phia. 

Let me thank you again. I’ve had a 
chance to meet with editorial groups like 
yourselves, I think, every 2 weeks since 
I’ve been here. It’s a kind of an unprece- 
dented thing, but it helps me more than it 
does you, just to learn what your interests 
are particularly from around the Nation. 


The White House press corps is a highly 
professional group, I guess among the best 
newspeople in the world. But they, like I 
do, live right here in Washington. And I 
get a much more widely ranging series of 
questions from you than I do from them. 
And I thank you for being willing to come 
to Washington to meet with us. I know 
you've met with several of the people on 
the White House staff this morning, in- 
cluding Dr. Brzezinski. I’m sure you got a 
good response from them as well. 


NOTE: The interview began at 2:30 p.m. in 
the Cabinet Room at the White House. 

The transcript of the interview was released 
on January 14. 
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Hubert H. Humphrey 


Statement on the Death of the Senator From 
Minnesota. January 14, 1978 


From time to time, our Nation is 
blessed by the presence of men and women 
who bear the mark of greatness, who help 
us see a better vision of what we can be- 
come. Hubert Humphrey was such a man. 


For 30 years, his voice was heard from 
one end of this country to the other— 
most often in defense of the oppressed, 
the hungry, the victims of poverty and 
discrimination. All of us will miss that 
voice. 

It was as familiar to Americans as the 
voice of a member of the family. And, in 
a sense, Hubert Humphrey was a mem- 
ber of every family in America. 


Hubert Humphrey was a fundamentally 
happy man—a man who really did love 
his fellow human beings. In victory and 
in defeat, he set an example of generosity, 
sincerity, and hope. 


The only thing more courageous than 
the way in which he led his life was the 
manner in which he left it. 


In our laws and institutions, his me- 
morials will endure. The most lasting of 
them will be in our hearts. 


Rosalynn and I extend our deepest 
sympathy to Muriel Humphrey and her 
family. 


Hubert H. Humphrey 


Remarks at Memorial Services at the Capitol. 
January 15, 1978 


At critical times in our history, the 


United States has been blessed by great 
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people who, just by being themselves, give 
us a vision of what we are at our best and 
of what we might become. Hubert Hum- 
phrey was such a man. 


In a time of impending social crisis, 30 
years ago, his was the first voice I ever 
heard, a lone voice, persistently demand- 
ing basic human rights for all Americans. 
It was the most difficult moral and social 
issue that my own generation would have 
to face. In those early days, his was a clear 
voice, a strong voice, a passionate voice 
which recruited others to join in a battle 
in our own country so that equal rights of 
black people could be gained to vote, to 
hold a job, to go to school, to own a home. 


I first met Hubert Humphrey when he 
was Vice President—torn because his 
heart was filled with love and a yearning 
for peace, while at the same time he was 
meticulously loyal to a President who led 
our Nation during an unpopular war. 


I also remember him in a time of politi- 
cal defeat, courageously leading a divided 
Democratic Party, losing his uphill cam- 
paign for President by just a few votes. 
But he was a big man, and without bitter- 
ness he gave his support to the new Presi- 
dent, and then came back later to the 
Senate to serve his Nation once again. 


For the last year of his life I knew him 
best, and that’s when I needed him most. 
Despite campaign disagreements and my 
own harsh words spoken under pressure 
and in haste, it was not his nature to for- 
get how to love or to forgive. 


He has given me freely what I need— 
the support and understanding of a close 
and true friend, the advice of a wise and 
honest counselor. 

When he first visited me in the Oval 
Office, I felt that he should have served 
there. I know that he’s been an inspiration 
and a conscience to us all, but especially 
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to the leaders of our Nation—to Harry 
Truman, to Dwight Eisenhower, to John 
Kennedy, to Lyndon Johnson, to Richard 
Nixon, to Gerald Ford, and to me. We 
and our families are here today to testify 
that Hubert Humphrey may well have 
blessed our country more than any of us. 


His greatest personal attribute was that 
he really knew how to love. There was 
nothing abstract or remote about it. He 
did not love humanity only in the mass. 
You could feel it in the scope of his con- 
cern, in his words, in the clasp of his hand, 
in the genuine, eager interest in his eyes 
as he looked at you. 


He always spoke up for the weak and 
the hungry and for the victims of discrim- 
ination and poverty. He never lost sight 
of our own human possibilities. He never 
let us forget that in our democratic Nation 
we are a family, bound together by a kin- 
ship of purpose and by mutual concern 
and respect. He reminded us that we must 
always protect and nurture the other 
members of our national family. 


Yesterday, as messages poured in to me 
as President and to the members of the 
Humphrey family from throughout the 
world, I realized vividly that Hubert 
Humphrey was the most beloved of all 
Americans, and that his family encom- 
passed not just the people of the United 
States but of all people everywhere. 


He asked, as the Vice President has 
said, that this service be a celebration, and 
in a way that’s what it is. Even as we 
mourn his death, we celebrate because 
such a man as Hubert Humphrey was 
among us. The joy of his memory will last 
far longer than the pain and sorrow of 
his leaving. 

NOTE: The President spoke at 11:25 a.m. in 


the Rotunda of the Capitol. The services were 
broadcast live on radio and television. 
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Hubert H. Humphrey 


Proclamation 4545. January 16, 1978 


DEATH OF Husert H. HUMPHREY 


By the President of the United States 
of America 


A Proclamation 


As a special mark of respect to the 
memory of the Honorable Hubert H. 
Humphrey, former Vice President of the 
United States of America and Senator 
from the State of Minnesota, I, Jimmy 
Carter, President of the United States of 
America do hereby proclaim, by virtue of 
the authority vested in me by a Joint Reso- 
lution of the Congress (36 U.S.C. 178), 
that the period of public tribute and ap- 
preciation shall be extended and the flag 
of the United States shall be flown at half- 
staff on all buildings, grounds, and naval 
vessels of the Federal government in the 
District of Columbia, and throughout the 
United States and its Territories and pos- 
sessions until, and including January 19, 
1978, the day the 95th Congress of the 
United States reconvenes. 

I also direct that the flag shall be flown 
at half-staff for the same length of time 
at all United States embassies, legations, 
consular offices, and other facilities 
abroad, including all military facilities 
and naval vessels and stations. 

May this period, as Senator Humphrey 
wished, “be a time to celebrate life and 
the future” even though we cannot escape 
the pain and sorrow of his leaving. 

In Wirness Wuereor, I have 
hereunto set my hand this sixteenth day 
of January, in the year of our Lord nine- 
teen hundred and seventy-eight, and of 
the Independence of the United States of 
America the two hundred and second. 


Jmmmy Carter 


[Filed with the Office of the Federal Register, 
1:35 p.m., January 16, 1978] 
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Hubert H. Humphrey 


Eulogy Delivered at Funeral Services in 
St. Paul, Minnesota. January 16, 1978 


Not too long ago I invited Senator 
Humphrey to go to Camp David to spend 
the weekend with me. He had never been 
there before, and he was very effusive in 
his thanks, telling me over and over how 
great a favor I had done for him. It was 
the greatest favor I ever did for myself. 


We spent 2 days on top of a mountain, 
in front of a fireplace, just talking and 
listening. We talked about people—com- 
mon, ordinary people and great people in 
our country and all around the world; 
with some he had had very friendly and 
good relations. They had always sup- 
ported him in his campaign and always 
had good things to say about him. Others 
had sometimes disappointed him, and he 
had not always had their support. But he 
never said a word of criticism. He tried to 
search in his own mind, no matter who it 
was, and find something good to say. 

We talked about pain, about the physi- 
cal pain that I could see that he was bear- 
ing. We talked about the pain of losing a 
political campaign. We talked about the 
pain of frustration when you have high 
hopes and great dreams and human 
fallibilities won’t let you realize them all. 
But I never detected in any of his words 
any bitterness. 

Yesterday I was honored to speak 
about Hubert Humphrey at the Nation’s 
Capitol. I talked about what he had 
meant to our own Nation. But he knew, 
as I know and Vice President Mondale 
knows, that one of the responsibilities of 
those who serve in the White House is to 
look beyond our Nation’s borders, to for- 
eign countries. He traveled a lot, and he 
told me about the world leaders with 
whom he had met. He told me about the 
months during the Vietnam war when he 
was Vice President and how when he rode 
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down the streets or got off the airplane 
or visited a college campus with his heart 
full of love, quite often he didn’t see love 
in the faces of the crowds who faced him, 
and he didn’t see love on the signs and 
the banners that confronted him and his 
President. He had a yearning for peace, 
and we talked about the mechanisms of 
peace—not always a popular subject for 
a political figure in a nation as proud of 
its military strength and its great influ- 
ence. But in kind of a quiet and unpub- 
licized way, because of what was in him, 
he was the expression of the good and de- 
cent and peaceful attributes of our great, 
strong, powerful Nation. 

He was always dedicated to breaking 
the logjams in the cold war. He expressed 
a deep hope that we and the Soviet Union 
might reach agreements on difficult ques- 
tions and resolve longstanding differences 
and get to know each other and search for 
a way to reduce the mad scramble for 
superiority in nuclear weapons. 


We talked about the Arms Control and 
Disarmament Agency, set up now to nego- 
tiate how we might reduce and perhaps 
eliminate atomic weapons, and I discov- 
ered almost by accident that the author 
of that legislation was Hubert Humphrey. 


We talked about the sale of military 
weapons to other nations, particularly the 
poor nations, the developing nations, the 
hungry nations, who respond to the 
temptations of technological progress and 
the threats from border states and come 
to us, above all others, and other nations 
as well, to buy guns and ammunition to 


kill. 


We are trying to change that policy, 
and we talked about it and the mecha- 
nism under which we are trying to reduce 
our own participation in the marketing of 
weapons. It’s his legislation. 


One of the most difficult questions 
that a President has to face, or even a 
Member of Congress, is foreign aid. It’s 
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not popular in our country to be for 
foreign aid programs. But one of the stal- 
wart defenders of our foreign aid pro- 
gram, the leader in the Congress, was 
Hubert Humphrey. He didn’t see for- 
eign aid as a giveaway program. He didn’t 
see foreign aid as billions of dollars going 
from our Nation to others. He saw human 
needs. 


We talked about the sick people that he 
had seen overseas, with no medical care 
at all, and the unbelievable hunger that 
he had seen in families where the average 
income for a whole nation was sometimes 
less than 25 cents a person a day. 


So, he saw foreign aid as a great invest- 
ment from a rich nation, a pittance 
almost, compared to what we earn and 
havé, that builds up a wellspring of friend- 
ship between us and those hungry people. 


We talked about the newly developing 
interest in our own Government toward 
Africa, not more than a year or two old, 
but it was not new to Hubert Humphrey. 
He was familiar with Africa, the nations 
therein, the people who live there, their 
hopes and yearnings and frustrations and 
desire to be something and to have their 
own governments. He knew about Asia, 
and he knew about Indonesia, and he 
talked about these things, not as a lec- 
turer, but almost as a representative of 
those people, not just Minnesota. He 
reached beyond our borders. 


It was a long time after my mother 
went to the Peace Corps that I knew that 
the Peace Corps was Hubert Humphrey’s 
idea. It was an idea that he put forward 
a long time ago, and it was eventually 
adopted and put into effect when John 
Kennedy was President, an opportunity 
for American young people to go overseas 
for, I think, $11 a month and get to know 
other people and serve them. And along 
with Senator McGovern, he initiated the 
idea of the Food for Peace program. 
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He and I talked about religion, about 
how deep his faith had grown since he 
became very ill. We talked about sin and 
how we know that everyone sins and we 
fall short of the glory of God, but how God 
forgives us. 


Just a few days ago I was in India, and 
I was visiting the tomb—or the memorial 
to Mahatma Gandhi, where his body was 
cremated. And I didn’t think about Sen- 
ator Humphrey—I have to admit it— 
until I started to leave. And one of the 
Indian leaders took me over to a wall, and 
there on the wall there was a quote from 
Gandhi and the title of it was, “The 
Seven Sins.” And when I saw that, I 
thought about Senator Humphrey's dis- 
cussion on sin, and I jotted it down. 


According to Gandhi, the seven sins are 
wealth without works, pleasure without 
conscience, knowledge without character, 
commerce without morality, science with- 
out humanity, worship without sacrifice, 
and politics without principle. 


Well, Hubert Humphrey may have 
sinned in the eyes of God, as we all do, but 
according to those definitions of Gandhi’s, 
it was Hubert Humphrey without sin. 
NOTE: The President spoke at 4:25 p.m. at the 


House of Hope Presbyterian Church. The serv- 
ices were broadcast live on radio and television. 


Panama Canal Treaties 


Question-and-Answer Session by Telephone 
With Participanis in a Town Hall Meeting on 
the Treaties in Hattiesburg, Mississippi. 
January 16, 1978 


AusreyY Lucas. Hello, Mr. President? 
THe Preswent. Yes, I’m right here 
waiting for your question, and I want to 
congratulate you, first of all, at the Uni- 
versity of Southern Mississippi, and also 
the national Foreign Policy Association, 
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for letting this debate take place. If you 
have a question for me, I'd be glad to 
answer it. 

I’ve just come back from the final 
funeral ceremonies for Senator Hum- 
phrey. 

Dr. Lucas. Yes, we appreciate your 
talking with us this evening. 

You are probably aware that we are a 
group of citizens gathered here on the 
campus of the University of Southern 
Mississippi in Hattiesburg. We’ve had a 
very interesting debate, and we now have 
some questions that we would like to put 
to you. I’ll ask the question. First I'll tell 
you who formulated the question, and 
then we will ask as many as you want. 

Mr. David Farber asked this question. 
Do you feel that the Panama Government 
has the strength and the ability to control 
and to operate the canal without being 
intimidated by the powers of the world? 

Tue PreswwENT. Well, the answer is 
yes. Not only is General Torrijos a very 
popular leader in Panama, as has been 
observed by almost half the Members of 
the United States Senate who visited 
there, but just to make sure that he con- 
vinced us and the Panamanians and the 
rest of the world that it was not a tran- 
sient commitment, just. depending upon 
him and his personality or his present 
government, on his own initiative he sub- 
mitted the question of ratifying the Pan- 
ama Canal treaties to the people of Pan- 
ama in a referendum. And as you know, 
by approximately a two-thirds vote, the 
people of Panama did approve the 
treaties. 

This is obviously legally binding on 
Panama in accordance with international 
law, and in addition, it demonstrated to 
us that not just the government but the 
people themselves confirmed the treaty 
terms. 

In addition to the treaty itself, Gen- 
eral Torrijos described to the Panamanian 
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people the memorandum of understand- 
ing between him and me, which spells out 
in very clear words the right of the United 
States during this century and in the next 
century to take whatever action we deem 
necessary to defend the canal and to guar- 
antee its neutrality if it is endangered. 
Also, in that memorandum of under- 
standing, which was spelled out to the 
Panamanian people, is a provision that in 
a time of emergency or need that ships 
of the United States have the right to go 
to the head of the line and also to be ex- 
pedited in their passage through the Pan- 
ama Canal itself. 

So, all these terms were presented to 
the Government of Panama, to General 
Torrijos, their leader, and also to the 
people who ratified these terms. 

Dr. Lucas. May we give you another 
question? 

Tue Preswenr. Yes. That was a good 
question from Mr. Farber. 

Dr. Lucas. This question is from Mr. 
Paul Herrick and he asks, if the canal 
treaties are not ratified, what political 
consequences do you anticipate taking 
place in Panama? 

Tue Preswent. Well, for the last 14 
years, under four different Presidents, 
we've been negotiating with Panama in 
good faith on both sides to outline the 
terms of the treaties. They have never 
threatened us. They’ve negotiated in good 
faith. They’ve never insinuated that if the 
treaties were rejected, that there might be 
some danger to the canal. We’ve acted as 
best we could as a responsible negotiator. 
They’ve done the same. 


As you know, after the treaties were ap- 
proved by me and General Torrijos, then 
they were submitted to the Panamanians 
in a referendum. They voted for them. 

I think if the Senate should fail to ratify 
the treaties, if they are rejected, that Gen- 
eral Torrijos and his government would 
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do the best they could to prevent any sort 
of threat to the Panama Canal. 

If there is some dissident group there, a 
Communist group or an irresponsible 
group of students or some other group of 
Panamanians or outside agitators who 
tried to attack the canal, it would be my 
responsibility as President to defend the 
canal against any such threat. 

We have the military strength to do it, 
and I would take that action. But the 
Joint Chiefs of Staff have estimated that 
it might take 100,000 American troops to 
defend the canal. It’s quite vulnerable to 
a hand grenade or to a planted explosive. 
And of course; what we want is the Pan- 
ama Canal to be open, free for use, free 
of danger. 

The best way to ensure that this is the 
case is to work in harmony with the 
Panamanians, to form, in effect, a part- 
nership with them, protecting the inter- 
ests of America, protecting the interests 
of Panama. 

We have outlined the terms of the 
treaty very clearly so that the governing 
board would have five Americans, four 
Panamanians. Our Government would 
appoint all nine of those members. It 
would be in effect for 23 years. And ob- 
viously, during that time, the Panamani- 
ans would have adequate opportunity to 
learn how to operate the canal. One of the 
great engineering characteristics of the 
canal and its locks is the simplicity of 
operation. 

So, I think that if the treaties were re- 
jected, there might be some attempt to 
disrupt the canal. We could reject that. 
We are not operating under threat or fear 
or weakness. We hope to operate in co- 
operation and partnership with Panama. 
We want the canal to be open and free 
for international use. We want ourselves 
to have the right to defend it if necessary. 

All these things would prevail if the 
Panama Canal treaties are ratified. Our 
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interests would be protected. And instead 
of having the constant threat of disrup- 
tion by dissident groups who acted con- 
trary to the interests of the Panamanian 
Government, we wouid be operating as 
partners in cooperation to make sure the 
canal is open, free for our use, for Pan- 
ama ships’ use, and for the use of the 
ships from all around the world. That’s 
what we want. 

Dr. Lucas. Mr. President, we are told 
that we have time for one more question. 
This one is asked by Ricky Dyson. What 
assurance do we have that if we sign the 
treaty, Panama will not become hostile 
toward the United States? If this hap- 
pens, can we recapture and operate the 
canal in a state of guerrilla warfare? 

THE PresipENT. Well, obviously, the 
best way to guarantee the friendship of 
Panama, its government and its people, 
is to carry out our part of the negotiating 
bargain in good faith and to ratify the 
treaties that have been agreed between us 
and them. 

It’s obvious to me that anyone who 
wanted to disrupt the friendship between 
ourselves and Panama, between ourselves 
and all the Latin American countries, be- 
tween ourselves and the rest of the de- 
veloping world, would be very much in 
favor of the treaties being rejected. If we 
reject the treaties and go back on the ne- 
gotiating principles that we’ve espoused 
for the last, as I say, 14 years, this would 
be a good opening for outside agitating 
groups, the Communists from perhaps 
Cuba or other countries or the few Com- 
munists that might be in Panama or in 
our country to take advantage of this 
temporary absence of harmony and go in 
and create dissension. 

So, the best way to ensure friendship 
between us and Panama and the best way 
to ensure the advantages of ourselves and 
that small country as well, the best way 
to keep the canal open for ourselves and 
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the use of other ships is to go ahead and 
ratify the treaties that we have negotiated 
in good faith and which the Panamanians 
have already ratified and also voted for 
in a plebiscite. That is what we ought to 
do. That’s what we, I believe, will do. 

Dr. Lucas. Mr. President, thank you 
for talking with us this evening, and we 
would be honored to have you visit us 
here. 

Tue Present. Well, it would be a 
great pleasure. As you know, Mississippi 
has a special place in my heart. I flew back 
from Minneapolis just a few minutes ago 
with Senator Eastland, and I'll always 
remember the warmth with which the 
Mississippi people took me in during the 
campaign. And I'll never forget that late 
evening vote when I finally was elected 
President of the United States, and the 
State that put me over the top was Mis- 
sissippi. 

So, thanks to all my friends in Missis- 
sippi. And I believe we’ve got a good 
canal agreement negotiated, and I hope 
and expect that it will be ratified. 

Thank you very much. 


Dr. Lucas. Good night, Mr. President. 


NOTE: The President spoke at 8:15 p.m. from 
the Oval Office at the White House to the meet- 
ing in Burnett Auditorium at the University of 
Southern Mississippi. Aubrey Lucas is president 
of the university. 

The meeting in Hattiesburg was one of a 
series of six town hall debates held around the 
country as part of the “Great Decisions” pro- 
gram of the Foreign Policy Association. 


Consumer Product Safety 
Commission 


Nomination of Three Commissioners. 
January 17, 1978 


The President today announced that he 
will nominate Susan B. King and Edith B. 
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Sloan to be Commissioners of the Con- 
sumer Product Safety Commission. 

King, 37, served as Special Assistant to 
the Chairman of the Federal Election 
Commission from 1975 to 1977. She was 
vice president of the Center for Public 
Financing of Elections from 1973 to 1975 
and Washington director of the National 
Committee for an Effective Congress 
from 1967 to 1973. She is presently work- 
ing toward a J.D. at Catholic University 
Law School in Washington. 

Sloan, 39, is director of the Office of 
Consumer Protection of the District of 
Columbia. She was executive director of 
the National Committee on Household 
Employment from 1969 to 1976. She was 
with the U.S. Commission on Civil Rights 
from 1965 to 1968 and with HARYOU- 
ACT Project Uplift in New York City in 
1965. She was a delegate to the National 
Black Economic Caucus in 1975. She 
holds a J.D. from Catholic University. 


The President also announced that he 
will renominate David R. Pittle for reap- 
pointment as a Commissioner of the Con- 
sumer Product Safety Commission. Pittle 
was nominated for the position on Octo- 
ber 31, 1977, but was not confirmed before 
the Senate adjourned. 


Interstate Commission on the 
Potomac River Basin 
Appointment of Joseph D. Gebhardt as a 


Member. January 17, 1978 

The President today announced the ap- 
pointment of Joseph D. Gebhardt, of 
Bethesda, Md., as a member of the 
Interstate Commission on the Potomac 
River Basin. He replaces Carl P. Croas- 
dale, resigned. 

Gebhardt, 31, is an associate with the 
Washington public interest law firm of 
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cializing in litigation in such areas as con- 
sumer rights, government information, 
and voting rights. In 1973 he was a staff 
attorney for the Center on Corporate 
Responsibility. 


Panama Canal Treaties 


Question-and-Answer Session by Telephone 
With Participants in a Town Hall Meeting on 
the Treaties in Albuquerque, New Mexico. 
January 17, 1978 


Dr. Nason. Good evening, Mr. President. 
This is Marshall Nason greeting you on 
behalf of the town hall meeting at the 
University of New Mexico in Albuquer- 
que. Since you speak Spanish so nicely, I 
think we could say, muy buenas noches, 
Senor Presidente [a very good evening, 
Mr. President]. 

We greatly appreciate your willingness 
to share with us some of your views on the 
important issues of the Panama Canal 
treaties. 

Tue Preswent. Muchas gracias, Dr. 
Nason. Es gran placer para mi tener esta 
oportunidad. Seria mejor si hables tam- 
bién, pero en inglés, yo creo. [Thank you, 
Dr. Nason. It is a great pleasure for me to 
have this opportunity. It would be better 
if you spoke in English, I believe.] 

Dr. Nason. Bien, senor. [Very well, 
sir.] 

THE PreswenT. Do you have a ques- 
tion for me, Dr. Nason? 

Dr. Nason. Mr. President, we’re aware 
that your time is limited and that you 
still have other commitments ahead of 
you this evening, even though it is 10 
o'clock in Washington. So, we would now 
like to direct to you one question selected 
by our news media participants as being 
perhaps the most representative among 
those submitted by our audience. 
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This question was posed by Mr. Wil- 
liam Bonney of Albuquerque and reads 
very briefly as follows: “Should the U.S. 
Senate fail to ratify the treaty, what would 
your next move be?” 

THE PRESIDENT. First of all, let me 
thank Senator Schmitt, who is there, and 
also Ambassador Popper—I’m sure that 
they and you, Dr. Nason, have presented 
a very well balanced description of what 
the treaties mean to our Nation. I think 
they are fair to both the United States 
and Panama. Under six Presidents, three 
Republicans and three Democrats, there 
has been a recognition from the White 
House that the treaties that are presently 
in existence need to be modified. 

These two treaties will give us, through- 
out this century and throughout the next 
century as well, the clear right to defend 
the canal, to ensure that it’s open, neu- 
tral, available for the ships of all nations, 
that in a time of emergency or need, our 
ships can go to the head of the line and 
have rapid transit through the canal. 

The negotiations have been going on 
ever since President Johnson was here, 14, 
almost 15 years ago, and they were just 
completed this past year. The Panama- 
nians have negotiated in good faith; so 
have we. We’ve never been threatened. 
We've never had any unpleasantness in 
the negotiations. They have accepted the 
treaties that we signed, General Torrijos 
and I, and the Panamanian people have, 
through a plebiscite, approved them by 
almost a two-thirds majority, although 
there was a lot of opposition in Panama. 

Now it’s up to the Senate to act, and I 
believe that the Senate will ratify the 
treaties. However, if the treaties are not 
ratified, I think the Panamanian people 
will indeed doubt our good intentions and 
our good faith. I think the Latin Ameri- 
can nations, and indeed the developing 
nations all over the world, will doubt that 
what we say about basic human rights and 
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fairness prevails with our large and pow- 
erful country. And in spite of the commit- 
ment that I have from General Torrijos 
and other government leaders in Panama 
that they will do everything possible to 
hold down any attacks or violence—and 
I don’t have any doubt that they will—I 
think that there will be some demonstra- 
tions there by the Communists and by 
others who would like to create dissension 
between us and Panama. 


Pll say this: Our Nation is strong 
enough militarily to defend the canal, and 
I would certainiy take that action as Pres- 
ident to guarantee that the canal is de- 
fended. The Joint Chiefs of Staff, all five 
of whom, by the way, strongly support the 
treaties that we have signed, have esti- 
mated that it might take 100,000 Ameri- 
can troops to keep the canal open and free 
of damage. 


I would hate to have to do this. Of 
course, as I said earlier, I would, if nec- 
essary. I don’t know how long the Ameri- 
can people would support a major mili- 
tary action of this kind. I would like to 
avoid it, and that’s the purpose of the 
treaties, to make Panama and us not 
enemies, but partners, to keep us in a 
position of guaranteeing that the canal is 
well-operated, well-maintained, is not a 
drain on the American taxpayer, and is 
open. 


So, if the canal treaties should be re- 
jected by the Senate, it would be a severe 
blow, not only to the Panamanian people 
but to the American people as well. And 
under those circumstances, I would prob- 
ably have to take emergency action, and 
I would, if necessary, to guarantee that 
the canal was open and defended. This is 
a prospect, however, that I don’t antici- 
pate, because I believe that there’s a grow- 
ing sentiment, both in the United States 
among our people and also among the 
Senators who have studied this matter so 
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carefully, that the treaties indeed should 
be ratified, and ratified without delay. 

I hope I’ve answered your question ade- 
quately. 

Dr. Nason. Thank you most sincerely, 
Mr. President. On behalf of our audience, 
it’s been a very real privilege for us to hear 
from you personally on this vital issue. 
And ahora, desde Nuevo Mexico decimos 
muy buenas noches, Seftior Presidente, y 
mil gracias. [And now from New Mexico 
we Say a very good evening, Mr. Presi- 
dent, and many thanks.] 

THE PreswweENT. Muchas gracias a 
todos. [Many thanks to all of you.] 


NOTE: The President spoke at 9:45 p.m. from 
the Oval Office at the White House to the 
meeting in the Ballroom at the Student Union 
Building at the University of New Mexico. 
Marshall Nason is director of the Latin Ameri- 
can Center at the university. 

In his remarks, the President referred to Sen- 
ator Harrison H. Schmitt of New Mexico and 
David H. Popper, Deputy for Panama Canal 
Treaty Affairs, Department of State. 


75th Anniversary of Wireless 
Communications 
Statement by the President. 


January 18, 1978 


Seventy-five years ago, a new era of in- 
ternational communications was heralded 
in by a historic exchange of messages 
across the Atlantic. On January 18, 1903, 
President Theodore Roosevelt first used 
the Marconi wireless to send the follow- 
ing message to Edward VII of England 
from a station on Cape Cod: 

“In taking advantage of the wonderful 
triumph of scientific research and ingenu- 
ity which has been achieved in perfecting 
a system of wireless telegraphy, I extend 
on behalf of the American people most 
cordial greetings and good wishes to you 
and [to all] the people of the British 
Empire.” 
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Edward VII replied via the Poldhu 
Station in Cornwall, England: 

“T thank you most sincerely for the kind 
message which I have just received from 
you through Marconi’s transatlantic wire- 
less telegraphy. I sincerely reciprocate in 
the name of the people of the British 
Empire the cordial greetings and friendly 
sentiment expressed by you on behalf of 
the American nation, and I heartily wish 
you and your country every possible pros- 
perity.” 

That exchange marked a milestone in 
the history of communications. Since then, 
we have built on the invention of the dis- 
tinguished Italian physicist Guglielmo 
Marconi and others, a global communi- 
cations system that allows instant contact 
not only between heads of state but peo- 
ples of all nations. 

In recalling that historic message, it is 
fitting that we commemorate the event 
both with gratitude for the ways in which 
science and engineering have helped to 
unite us and with fervent hopes that such 
communications will serve the future 
course of peace and human progress 
everywhere. 


United States 
Ambassador to Poland 


Nomination of William E. Schaufele, Jr. 
January 19, 1978 


The President today announced that 
he will nominate William E. Schaufele, 
Jr., of Avon Lake, Ohio, to be Ambas- 
sador Extraordinary and Plenipotenti- 
ary of the United States to Poland. He 
will replace Richard T. Davies, resigned. 

Schaufele was born December 7, 1923, 
in Lakewood, Ohio. He received a B.A. 
in 1948 from Yale University and an 
M.I.A. in 1950 from Columbia Univer- 
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sity. He served with the United States 
Army from 1942-46. 

He entered the Foreign Service in 1950 
as Resident Officer to Pfaffenhofen/Ilm 
and Augsburg (Germany). From 1950- 
67, he held a variety of Foreign Service 
positions, including Deputy Director of 
the Office of Central African Affairs 
(1965) and Ambassador to Upper Volta 
(1969-71). Schaufele was assigned to the 
United Nations Mission, where he served 
as Senior Adviser to the United States 
Representative from 1971-73. He was 
Deputy Representative of the United 
States in the Security Council of the 
United Nations from 1973-75. From 
1975-77, he was Assistant Secretary of 
State for African Affairs. 


United States Ambassador 
to Gabon and to Sao Tome 
and Principe 


Nomination of Arthur T. Tienken. 
January 19, 1978 


The President today announced that 
he will nominate Arthur T. Tienken, of 
Arlington, Va., to be Ambassador Ex- 
traordinary and Plenipotentiary of the 
United States to the Gabonese Republic 
and to the Democratic Republic of Sao 
Tome and Principe. He will succeed 
Andrew L. Steigman, resigned. 

Mr. Tienken was born August 5, 1922, 
in Yonkers, N.Y. He received his B.A. 
in 1947 and M.A. in 1949 from Prince- 
ton University. He served in the United 
States Army from 1943 to 1946. He was 
with the Educational Testing Service of 
Princeton University from 1947 to 1948, 
part time. 

Tienken entered the Foreign Service in 
1949 as Resident Officer in Frankfurt and 
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held various other positions through 
1972. He was Diplomat in Residence at 
Marquette University from 1972 to 1973. 
From 1973 to 1975, he was Deputy Chief 
of Mission in Tunis and since 1975 has 
been Deputy Chief of Mission in Addis 
Ababa. 


South Pacific Commission 


Appointment of Vernon A. Mund as an 
Alternate U.S. Representative. 
January 19, 1978 


The President today announced the ap- 
pointment of Vernon A. Mund, of Seat- 
tle, Wash., to be an Alternate Repre- 
sentative of the United States on the 
South Pacific Commission for the term 
of 2 years. He will replace Frederick W. 
Rohlfing, term expired. 

Mund was born June 5, 1906, in Larch- 
mont, Iowa. He received a B.B.A., 1928, 
and an M.B.A., 1929, from the Univer- 
sity of Washington. He received a Ph. D. 
in 1932 from Princeton University. From 
1931 to 1932, he was an instructor at 
Princeton University. He was professor of 
economics at the University of Washing- 
ton from 1937 to 1975. 


Harry S Truman Scholarship 
Foundation and Legal Services 
Corporation 


Recess Appointments to the Foundation and 


Corporation. January 19, 1978 


The President today announced two re- 
cess appointments. The nominations were 
sent to the Senate on December 12 but 
were not confirmed before the session 
ended. They are John W. Snyder as a 
member of the Board of Trustees of the 
Harry S Truman Scholarship Founda- 
tion; and the following persons to be 
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members of the Board of Directors of the 
Legal Services Corporation: Cecilia 
Esquer, Steven Engelberg, Hillary Rod- 
ham, Richard Trudell, Josephine Worthy. 


American Heart Month, 1978 
Proclamation 4546. January 19, 1978 


By the President of the United States 
of America 


A Proclamation 


Diseases of the heart and blood vessels 
afflict some thirty million Americans. 
Each year cardiovascular disorders claim 
nearly one million lives and cost our 
economy nearly forty-eight billion dollars 
in lost wages, lost productivity, and 
medical expenses. 

Since 1948, a concerted national effort 
has been under way to reduce illness, dis- 
ability, and death from heart and blood 
vessel diseases through nationwide pro- 
grams of biomedical research in the car- 
diovascular field, training of research 
workers and clinicians, information and 
education programs for health profes- 
sionals and for the general public, and 
community service activities concerned 
with prevention, detection, and control of 
cardiovascular disorders. 

These efforts have been spearheaded 
by the National Heart, Lung, and Blood 
Institute, a federal agency, and the 
American Heart Association, a voluntary 
health organization supported through 
private contributions. Since 1948, their 
combined outlay in support of the na- 
tional battle against cardiovascular dis- 
eases has totaled nearly three billion 
dollars. 

During these thirty years, an immense 
amount of new knowledge about the 
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cardiovascular system and its diseases has 
been amassed and much of it has found 
application in better methods of preven- 
tion, diagnosis, and treatment. In addi- 
tion, many Americans have modified their 
diets, established sensible and regular 
exercise programs, changed their smoking 
habits, or have otherwise altered their 
lifestyles to achieve better cardiovascular 
health. As a result, mortality rates have 
declined steadily since 1950 in nearly all 
major cardiovascular disease categories 
and the total number of deaths among 
Americans from these diseases is the low- 
est it has been since 1965. 

But these encouraging results are no 
excuse for complacency. On the contrary, 
they show that it is only through sustained 
dedication and cooperation among public 
officials, community leaders, private insti- 
tutions, and the American people that we 
have any chance of controlling this threat 
to the health of our Nation. 

Recognizing the need for all Americans 
to join forces in the battle against cardio- 
vascular disease, the Congress, by joint 
resolution approved December 30, 1963 
(77 Stat. 843; 36 U.S.C. 169b) has re- 
quested the President to issue annually 
a proclamation designating February as 
American Heart Month. 

Now, THEREFORE, I, Jimmy CARTER, 
President of the United States of America, 
do hereby proclaim the month of Febru- 
ary, 1978, as American Heart Month. I 
invite the Governors of the States, the 
appropriate officials of all other areas sub- 
ject to the jurisdiction of the United 
States and the American people to join 
with me in reaffirming our commitment 
to the search for new ways to prevent, 
detect and control cardiovascular disease 
in all its forms. 

In Witness WHEREOF, I have here- 
unto set my hand this nineteenth day of 
January, in the year of our Lord nineteen 
hundred seventy-eight, and of the Inde- 
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pendence of the United States of America 
the two hundred and second. 
Jimmy CarTER 


[Filed with the Office of the Federal Register, 
12:17 p.m., January 20, 1978] 


The State of the Union 


Address Delivered Before a Joint Session of the 
Congress. January 19, 1978 


Mr. President, Mr. Speaker, Members of 
the 95th Congress, ladies and gentlemen: 

Two years ago today we had the first 
caucus in Iowa, and one year ago tomor- 
row, I walked from here to the White 
House to take up the duties of President 
of the United States. I didn’t know it then 
when I walked, but I’ve been trying to 
save energy ever since. [Laughter] 

I return tonight to fulfill one of those 
duties of the Constitution: to give to the 
Congress—and to the Nation—informa- 
tion on the state of the Union. 

Militarily, politically, economically, and 
in spirit, the state of our Union is sound. 

We are a great country, a strong coun- 
try, a vital and a dynamic country—and 
so we will remain. 

We are a confident people and a hard- 
working people, a decent and a compas- 
sionate people—and so we will remain. 

I want to speak to you tonight about 
where we are and where we must go, 
about what we have done and what we 
must do. And I want to pledge to you my 
best efforts and ask you to pledge yours. 

Each generation of Americans has to 
face circumstances not of its own choos- 
ing, but by which its character is meas- 
ured and its spirit is tested. 

There are times of emergency, when 
a nation and its leaders must bring their 
energies to bear on a single urgent task. 
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That was the duty Abraham Lincoln 
faced when our land was torn apart by 
conflict in the War Between the States. 
That was the duty faced by Franklin 
Roosevelt when he led America out of an 
economic depression and again when he 
led America to victory in war. 


There are other times when there is no 
single overwhelming crisis, yet profound 
national interests are at stake. 

At such times the risk of inaction can 
be equally great. It becomes the task of 
leaders to call forth the vast and restless 
energies of our people to build for the 
future. 


That is what Harry Truman did in the 
years after the Second World War, when 
we helped Europe and Japan rebuild 
themselves and secured an international 
order that has protected freedom from 
aggression. 


We live in such times now, and we face 
such duties. 


We’ve come through a long period of 
turmoil and doubt, but we’ve once again 
found our moral course, and with a new 
spirit, we are striving to express our best 
instincts to the rest of the world. 


There is all across our land a growing 
sense of peace and a sense of common 
purpose. This sense of unity cannot be 
expressed in programs or in legislation or 
in dollars. It’s an achievement that be- 
longs to every individual American. This 
unity ties together, and it towers over all 
our efforts here in Washington, and it 
serves as an inspiring beacon for all of us 
who are elected to serve. 


This new atmosphere demands a new 
spirit, a partnership between those of us 
who lead and those who elect. The foun- 
dations of this partnership are truth, the 
courage to face hard decisions, concern 
for one another and the common good 
over special interests, and a basic faith and 
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trust in the wisdom and strength and 
judgment of the American people. 

For the first time in a generation, we 
are not haunted by a major international 
crisis or by domestic turmoil, and we now 
have a rare and a priceless opportunity 
to address persistent problems and bur- 
dens which come to us as a nation— 
quietly and steadily getting worse over the 
years. 

As President, I’ve had to ask you, the 
Members of Congress, and you, the 
American people, to come to grips with 
some of the most difficult and hard ques- 
tions facing our society. 

We must make a maximum effort, be- 
cause if we do not aim for the best, we 
are very likely to achieve little. I see no 
benefit to the country if we delay because 
the problems will only get worse. 

We need patience and good will, but 
we really need to realize that there is a 
limit to the role and the function of gov- 
ernment. Government cannot solve our 
problems, it can’t set our goals, it cannot 
define our vision. Government cannot 
eliminate poverty or provide a bountiful 
economy or reduce inflation or save our 
cities or cure illiteracy or provide energy. 
And government cannot mandate good- 
ness. Only a true partnership between 
government and the people can ever 
hope to reach these goals. 

Those of us who govern can sometimes 
inspire, and we can identify needs and 
marshal resources, but we simply cannot 
be the managers of everything and every- 
body. 

We here in Washington must move 


away from crisis management, and we 
must establish clear goals for the future— 
immediate and the distant future—which 
will let us work together and not in con- 
flict. Never again should we neglect a 
growing crisis like the shortage of energy, 
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where further delay will only lead to more 
harsh and painful solutions. 

Every day we spend more than $120 
million for foreign oil. This slows our eco- 
nomic growth, it lowers the value of the 
dollar overseas, and it aggravates unem- 
ployment and inflation here at home. 

Now we know what we must do—in- 
crease production. We must cut down on 
waste. And we must use more of those 
fuels which are plentiful and more perma- 
nent. We must be fair to people, and we 
must not disrupt our Nation’s economy 
and our budget. 

Now, that sounds simple. But I recog- 
nize the difficulties involved. I know that 
it is not easy for the Congress to act. But 
the fact remains that on the energy legis- 
lation, we have failed the American 
people. Almost 5 years after the oil em- 
bargo dramatized the problem for us all, 
we still do not have a national energy 
program. Not much longer can we toler- 
ate this stalemate. It undermines our na- 
tional interest both at home and abroad. 
We must succeed, and I believe we will. 

Our main task at home this year, with 
energy a central element, is the Nation’s 
economy. We must continue the recovery 
and further cut unemployment and 
inflation. 

Last year was a good one for the 
United States. We reached all of our 
major economic goals for 1977. Four mil- 
lion new jobs were created—an alltime 
record—and the number of unemployed 
dropped by more than a million. Unem- 
ployment right now is the lowest it has 
been since 1974, and not since World War 
II has such a high percentage of Ameri- 
can people been employed. 

The rate of inflation went down. There 
was a good growth in business profits and 
investments, the source of more jobs for 
our workers, and a higher standard of liv- 
ing for all our people. After taxes and in- 
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flation, there was a healthy increase in 
workers’ wages. 

And this year, our country will have 
the first $2 trillion economy in the his- 
tory of the world. 

Now, we are proud of this progress the 
first year, but we must do even better in 
the future. 

We still have serious problems on which 
all of us must work together. Our trade 
deficit is too large. Inflation is still too 
high, and too many Americans still do not 
have a job. 

Now, I didn’t have any simple answers 
for all these problems. But we have de- 
veloped an economic policy that is work- 
ing, because it’s simple, balanced, and 
fair. It’s based on four principles: 

First, the economy must keep on ex- 
panding to produce new jobs and better 
income, which our people need. The 
fruits of growth must be widely shared. 
More jobs must be made available to 
those who have been bypassed until now. 
And the tax system must be made fairer 
and simpler. 

Secondly, private business and not the 
Government must lead the expansion in 
the future. 

Third, we must lower the rate of infla- 
tion and keep it down. Inflation slows 
down economic growth, and it’s the most 
cruel to the poor and also to the elderly 
and others who live on fixed incomes. 

And fourth, we must contribute to the 
strength of the world economy. 

I will announce detailed proposals for 
improving our tax system later this week. 
We can make our tax laws fairer, we can 
make them simpler and easier to under- 
stand, and at the same time, we can— 
and we will—reduce the tax burden on 
American citizens by $25 billion. 

The tax reforms and the tax reductions 
go together. Only with the long overdue 
reforms will the full tax cut be advisable. 
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Almost $17 billion in income tax cuts 
will go to individuals. Ninety-six percent 
of all American taxpayers will see their 
taxes go down. For a typical family of 
four, this means an annual saving of more 
than $250 a year, or a tax reduction of 
about 20 percent. A further $2 billion cut 
in excise taxes will give more relief and 
also contribute directly to lowering the 
rate of inflation. 

And we will also provide strong addi- 
tional incentives for business investment 
and growth through substantial cuts in 
the corporate tax rates and improvement 
in the investment tax credit. 

Now, these tax proposals will increase 
opportunity everywhere in the Nation. 
But additional jobs for the disadvantaged 
deserve special attention. 

We've already passed laws to assure 
equal access to the voting booth and to 
restaurants and to schools, to housing, and 
laws to permit access to jobs. But job op- 
portunity—the chance to earn a decent 
living—is also a basic human right, which 
we cannot and will not ignore. 

A major priority for our Nation is the 
final elimination of the barriers that re- 
strict the opportunities available to 
women and also to black people and 
Hispanics and other minorities. We’ve 
come a long way toward that goal. But 
there is still much to do. What we in- 
herited from the past must not be per- 
mitted to shackle us in the future. 

I’ll be asking you for a substantial in- 
crease in funds for public jobs for our 
young people, and I also am recommend- 
ing that the Congress continue the public 
service employment programs at more 
than twice the level of a year ago. When 
welfare reform is completed, we will have 
more than a million additional jobs so 
that those on welfare who are able to work 
can work. 
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However, again, we know that in our 
free society, private business is still the 
best source of new jobs. Therefore, I will 
propose a new program to encourage busi- 
nesses to hire young and disadvantaged 
Americans. These young people only need 
skills and a chance in order to take their 
place in our economic system. Let’s give 
them the chance they need. A major step 
in the right direction would be the early 
passage of a greatly improved Humphrey- 
Hawkins bill. 

My budget for 1979 addresses these na- 
tional needs, but it is lean and tight. I 
have cut waste wherever possible. 

I am proposing an increase of less than 
2 percent after adjusting for inflation 
the smallest increase in the Federal budget 
in 4 years. 

Lately, Federal spending has taken a 
steadily increasing portion of what Amer- 
icans produce. Our new budget reverses 
that trend, and later I hope to bring the 
Government’s toll down even further. 
And with your help, we'll do that. 

In time of high employment and a 
strong economy, deficit spending should 
not be a feature of our budget. As the 
economy continues to gain strength and as 
our unemployment rates continue to fall, 
revenues will grow. With careful plan- 
ning, efficient management, and proper 
restraint on spending, we can move rap- 
idly toward a balanced budget—and we 
will. 

Next year the budget deficit will be only 
slightly less than this year. But one-third 
of the deficit is due to the necessary tax 
cuts that I’ve proposed. This year the 
right choice is to reduce the burden on 
taxpayers and provide more jobs for our 
people. 


The third element in our program is a 


renewed attack on inflation. We've 
learned the hard way that high unemploy- 
ment will not prevent or cure inflation. 
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Government can help us by stimulating 
private investment and by maintaining a 
responsible economic policy. Through a 
new top-level review process, we will doa 
better job of reducing Government reg- 
ulation that drives up costs and drives up 
prices. 

But again, Government alone cannot 
bring down the rate of inflation. When a 
level of high inflation is expected to con- 
tinue, then companies raise prices to pro- 
tect their profit margins against prospec- 
tive increases in wages and other costs, 
while workers demand higher wages as 
protection against expected price in- 
creases. It’s like an escalation in the arms 
race, and understandably, no one wants 
to disarm alone. 

Now, no one firm or a group of workers 
can halt this process. It’s an effort that we 
must all make together. I’m therefore ask- 
ing government, business, labor, and other 
groups to join in a voluntary program to 
moderate inflation by holding wage and 
price increases in each sector of the econ- 
omy during 1978 below the average in- 
creases of the last 2 years. 

I do not believe in wage and price con- 
trols. A sincere commitment to voluntary 
constraint provides a way—perhaps the 
to fight inflation without Gov- 
ernment interference. 

As I came into the Capitol tonight, I 
saw the farmers, my fellow farmers, stand- 
ing out in the snow. I’m familiar with 


only way 


their problem, and I know from Congress 
action that you are too. When I was run- 
ning Carters Warehouse, we had spread 
on our own farms 5—10-15 fertilizer for 


about $40 
home, the price was about $100 a ton. The 


a ton. The last time I was 


cost of nitrogen has gone up 150 percent, 
and the price of products that farmers 
sell has either stayed the same or gone 


down a little. 
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Now, this past year in 1977, you, the 
Congress, and I together passed a new 
agricultural act. It went into effect Oc- 
tober 1. It'll have its first impact on the 
1978 crops. It will help a great deal. It'll 
add $6% billion or more to help the 
farmers with their price supports and 
target prices. 

Last year we had the highest level of 
exports of farm products in the history of 
our country—$24 billion. We expect to 
have more this year. We'll be working to- 
gether. But I think it’s incumbent on us to 
monitor very carefully the farm situation 
and continue to work harmoniously with 
the farmers of our country. What’s best 
for the farmers, the farm families, in the 
long run is also best for the consumers of 
our country. 

Economic success at home is also the key 
to success in our international economic 
policy. An effective energy program, 
strong investment and productivity, and 
controlled inflation will provide [improve] 
our trade balance and balance it, and it 
will help to protect the integrity of the 
dollar overseas. 

By working closely with our friends 


abroad, we can promote the economic 
health of the whole world and with fair 
and balanced agreements lowering the 
barriers to trade. 


Despite the inevitable pressures that 
build up when the world economy suffers 
from high unemployment, we must firm- 
ly resist the demands for self-defeating 
protectionism. But free trade must also be 
fair trade. And I am determined to pro- 
tect American industry and American 
workers against foreign trade practices 
which are unfair or illegal. 

In a separate written message to Con- 
gress, I’ve outlined other domestic initia- 
tives, such as welfare reform, consumer 
protection, basic education skills, urban 
policy, reform of our labor laws and na- 
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tional health care later on this year. I will 
not repeat these tonight. But there are 
several other points that I would like to 
make directly to you. 

During these past years, Americans 
have seen our Government grow far from 
us. 

For some citizens, the Government has 
almost become like a foreign country, so 
strange and distant that we’ve often had 
to deal with it through trained ambassa- 
dors who have sometimes become too 
powerful and too influential—lawyers, ac- 
countants, and lobbyists. This cannot go 
on. 

We must have what Abraham Lincoln 
wanted—a government for the people. 

We’ve made progress toward that kind 
of government. You’ve given me the au- 
thority I requested to reorganize the Fed- 
eral bureaucracy. And I am using that 
authority. 

We’ve already begun a series of re- 
organization plans which will be com- 
pleted over a period of 3 years. We have 
also proposed abolishing almost 500 Fed- 
eral advisory and other commissions and 
boards. But I know that the American 
people are still sick and tired of Federal 
paperwork and redtape. Bit by bit we are 
chopping down the thicket of unneces- 
sary Federal regulations by which Gov- 
ernment too often interferes in our per- 
sonal lives and our personal business. 
We’ve cut the public’s Federal paperwork 
load by more than 12 percent in less than 
a year. And we are not through cutting. 

We’ve made a good start on turning the 
gobbledygook of Federal regulations into 
plain English that people can understand. 
But we know that we still have a long 
way to go. 

We've brought together parts of 11 
Government agencies to create a new De- 
partment of Energy. And now it’s time 
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to take another major step by creating a 
separate Department of Education. 

But even the best organized Govern- 
ment will only be as effective as the peo- 
ple who carry out its policies. For this 
reason, I consider civil service reform to 
be absolutely vital. Worked out with the 
civil servants themselves, this reorganiza- 
tion plan will restore the merit principle 
to a system which has grown into a bu- 
reaucratic maze. It will provide greater 
management flexibility and better re- 
wards for better performance without 
compromising job security. 

Then and only then can we have a 
government that is efficient, open, and 
truly worthy of our people’s understand- 
ing and respect. I have promised that we 
will have such a government, and I in- 
tend to keep that promise. 

In our foreign policy, the separation of 
people from government has been in the 
past a source of weakness and error. In a 
democratic system like ours, foreign policy 
decisions must be able to stand the test of 
public examination and public debate. If 
we make a mistake in this administration, 
it will be on the side of frankness and 
openness with the American people. 

In our modern world, when the deaths 
of literally millions of people can result 
from a few terrifying seconds of destruc- 
tion, the path of national strength and se- 
curity is identical to the path of peace. 

Tonight, I am happy to report that 
because we are strong, our Nation is at 
peace with the world. 

We are a confident nation. We’ve re- 
stored a moral basis for our foreign policy. 
The very heart of our identity as a nation 
is our firm commitment to human rights. 

We stand for human rights because we 
believe that government has as a pur- 
pose to promote the well-being of its cit- 
izens. This is true in our domestic policy; 
it’s also true in our foreign policy. The 
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world must know that in support of hu- 
man rights, the United States will stand 
firm. 

We expect no quick or easy results, but 
there has been significant movement to- 
ward greater freedom and humanity in 
several parts of the world. 

Thousands of political prisoners have 
been freed. The leaders of the world— 
even our ideological adversaries—now see 
that their attitude toward fundamental 
human rights affects their standing in the 
international community, and it affects 
their relations with the United States. 

To serve the interests of every Ameri- 
can, our foreign policy has three major 
goals. 

The first and prime concern is and will 
remain the security of our country. 

Security is based on our national will, 
and security is based on the strength of 
our Armed Forces. We have the will, and 
militarily we are very strong. 

Security also comes through the 
strength of our alliances. We have re- 
confirmed our commitment to the defense 
of Europe, and this year we will demon- 
strate that commitment by further mod- 
ernizing and strengthening our military 
capabilities there. 

Security can also be enhanced by agree- 
ments with potential adversaries which 
reduce the threat of nuclear disaster while 
maintaining our own relative strategic 
capability. 

In areas of peaceful competition with 
the Soviet Union, we will continue to 
more than hold our own. 

At the same time, we are negotiating 
with quiet confidence, without haste, 
with careful determination, to ease the 
between us and to ensure 
greater stability and security. 


tensions 


The strategic arms limitation talks have 
been long and difficult. We want a mu- 
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tual limit on both the quality and the 
quantity of the giant nuclear arsenals of 
both nations, and then we want actual 
reductions in strategic arms as a major 
step toward the ultimate elimination of 
nuclear weapons from the face of the 
Earth. 

If these talks result in an agreement 
this year—and I trust they will—I pledge 
to you that the agreement will maintain 
and enhance the stability of the world’s 
strategic balance and the security of the 
United States. 

For 30 years, concerted but unsuccess- 
ful efforts have been made to ban the 
testing of atomic explosives—both mili- 
tary weapons and peaceful nuclear de- 
vices. 

We are hard at work with Great Brit- 
ain and the Soviet Union on an agree- 
ment which will stop testing and will 
protect our national security and provide 
for adequate verification of compliance. 
We are now making, I believe, good prog- 
ress toward this comprehensive ban on 
nuclear explosions. 

We are also working vigorously to halt 
the proliferation of nuclear weapons 
among the nations of the world which do 
not now have them and to reduce the 
deadly global traffic in conventional arms 
sales. Our stand for peace is suspect if 
we are also the principal arms merchant 
of the world. So, we’ve decided to cut 
down our arms transfer to abroad on a 
year-by-year basis and to work with other 
major arms exporters to encourage their 
similar constraint. 

Every American has a stake in our sec- 
ond major goal—a world at peace. In a 
nuclear age, each of us is threatened when 
peace is not secured everywhere. We are 
trying to promote harmony in those parts 
of the world where major differences exist 
among other nations and threaten inter- 


national peace. 
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In the Middle East, we are contribut- 
ing our good offices to maintain the 
momentum of the current negotiations 
and to keep open the lines of communi- 
cation among the Middle Eastern leaders. 
The whole world has a great stake in the 
success of these efforts. This is a precious 
opportunity for a historic settlement of a 
long-standing conflict—an opportunity 
which may never come again in our life- 
time. 

Our role has been difficult and some- 
times thankless and controversial. But it 
has been constructive and it has been nec- 
essary, and it will continue. 

Our third major foreign policy goal is 
one that touches the life of every Ameri- 
can citizen everyday—world economic 
growth and stability. 

This requires strong economic perform- 
ance by the industrialized democracies 
like ourselves and progress in resolving 
the global energy crisis. Last fall, with the 
help of others, we succeeded in our vig- 
orous efforts to maintain the stability of 
the price of oil. But as many foreign lead- 
ers have emphasized to me personally and, 
I am sure, to you, the greatest future con- 
tribution that America can make to the 
world economy would be an effective en- 
ergy conservation program here at home. 
We will not hesitate to take the actions 
needed to protect the integrity of the 
American dollar. 

We are trying to develop a more just in- 
ternational system. And in this spirit, we 
are supporting the struggle for human de- 
velopment in Africa, in Asia, and in Latin 
America. 

Finally, the world is watching to see 
how we act on one of our most important 
and controversial items of business—ap- 
proval of the Panama Canal treaties. The 
treaties now before the Senate are the re- 
sult of the work of four administrations— 
two Democratic, two Republican. 
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They guarantee that the canal will be 
open always for unrestricted use by the 
ships of the world. Our ships have the 
right to go to the head of the line for 
priority of passage in times of emergency 
or need. We retain the permanent right 
to defend the canal with our own military 
forces, if necessary, to guarantee its 
openness and its neutrality. 

The treaties are to the clear advantage 
of ourselves, the Panamanians, and the 
other users of the canal. Ratifying the 
Panama Canal treaties will demonstrate 
our good faith to the world, discourage 
the spread of hostile ideologies in this 
hemisphere, and directly contribute to the 
economic well-being and the security of 
the United States. 

I have to say that that’s very welcome 
applause. [Laughter] 

There were two moments on my recent 
journey which, for me, confirmed the 
final aims of our foreign policy and what 
it always must be. 

One was in a little village in India, 
where I met a people as passionately at- 
tached to their rights and liberties as we 
are, but whose children have a far smaller 
chance for good health or food or educa- 
tion or human fulfillment than a child 
born in this country. 

The other moment was in Warsaw, 
capital of a nation twice devastated by 
war in this century. There, people have 
rebuilt the city which war’s destruction 
took from them. But what was new only 
emphasized clearly what was lost. 

What I saw in those two places crys- 
talized for me the purposes of our own 
Nation’s policy: to ensure economic jus- 
tice, to advance human rights, to resolve 
conflicts without violence, and to pro- 
claim in our great democracy our con- 
stant faith in the liberty and dignity of 


human beings everywhere. 
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We Americans have a great deal of 
work to do together. In the end, how well 
we do that work will depend on the spirit 
in which we approach it. We must seek 
fresh answers, unhindered bv the stale 
prescriptions of the past. 

It has been said that our best years are 
behind us. But I say again that America’s 
best is still ahead. We have emerged from 
bitter experiences chastened but proud, 
confident once again, ready to face chal- 
lenges once again, and united once again. 

We come together tonight at a solemn 
time. Last week the Senate lost a good 
and honest man—Lee Metcalf of Mon- 
tana. 

And today, the flag of the United States 
flew at half-mast from this Capitol and 
from American installations and ships all 
over the world, in mourning for Senator 
Hubert Humphrey. 

Because he exemplified so well the joy 
and the zest of living, his death reminds 
us not so much of our own mortality, but 
of the possibilities offered to us by life. 
He always looked to the future with a 
special American kind of confidence, of 
hope and enthusiasm. And the best way 
that we can honor him is by following 
his example. 

Our task—to use the words of Sena- 
tor Humphrey—is “reconciliation, re- 
building, and rebirth.” 

Reconciliation of private needs and in- 
terests into a higher purpose. 

Rebuilding the old dreams of justice 
and liberty, and country and community. 

Rebirth of our faith in the common 
good. 

Each of us here tonight—and all who 
are listening in your homes—must re- 
dedicate ourselves to serving the common 
good. We are a community, a beloved 
community, all of us. Our individual fates 
are linked, our futures intertwined. And 
if we act in that knowledge and in that 
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spirit, together, as the Bible says, we can 
move mountains. 


Thank you very much. 


NOTE: The President spoke at 9 p.m. in the 
House Chamber at the Capitol. He was intro- 
duced by Thomas P. O'Neill, Speaker of the 
House of Representatives. The address was 
broadcast live on radio and television. 


State of the Union 


Annual Message to the Congress. 
January 19, 1978 


To the Congress of the United States: 

Tonight’s State of the Union Address 
concentrates on this year’s highest priori- 
ties—a strong energy bill; a coordinated 
economic program of job creation, tax 
reduction, tax reform and anti-inflation 
measures; making the government more 
effective and efficient; maintaining the 
peace through a strong national defense; 
and ratifying both the Panama Canal 
Treaties and, if completed, the SALT II 
treaty. 

It is important that the Congress and 
the Nation also understand what our 
other important initiatives and goals will 
be for 1978. I am therefore sending to 
Congress this separate, more detailed 
State of the Union Message, which de- 
scribes Administration priorities in the 
areas not fully covered in the Address. 


Domestic AFFAIRS 


A number of serious domestic problems 
faced the Nation when I took office one 
year ago. The economy had not yet fully 
recovered from the recession; our coun- 
try had no sound energy policy; the Fed- 
eral government was operating ineffi- 


ciently and ineffectively in many areas: 


concerns about the openness and integrity 
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of our government remained in the after- 
math of Watergate; and many of our 
most pressing social problems had not 
been addressed. 

In 1977, my Administration did not 
solve all of those problems. But Congress 
joined us in tackling many of these issues, 
and together we made progress. Now that 
a year has passed, I believe we are a more 
confident people, with more trust in our 
institutions. We are a country on the move 
again, prepared to address our problems 
with boldness and confidence, at home 
and abroad. We have reasserted our con- 
cern for the problems of people here at 
home and reaffirmed our position of moral 
leadership in the world. 

This year, my domestic goals will con- 
tinue to reflect those concerns that guided 
my actions in 1977: restoring economic 
prosperity; meeting our Nation’s human 
needs; making the government more effi- 
cient and more responsive; and develop- 
ing and protecting our natural resources. 


RESTORING ECONOMIC PROSPERITY 


I am devoting a substantial part of my 
State of the Union Address to the need 
for a comprehensive economic program, 
and I will devote the bulk of my Economic 
Report to Congress, to be delivered to- 
morrow, to a complete description of my 
Administration’s economic goals and ob- 
jectives. In this Message, therefore, I will 
not repeat those statements but I want to 
set forth briefly the key elements of those 
proposals : 

-a $23 billion income tax cut in 1979, 
with $17 billion going to individuals 
and their families and $6 billion 
going to businesses ; 

—a tax reform program designed to 

make our tax laws fairer and simpler; 
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—an anti-inflation program, designed 

to reduce annual increases in wages 
and prices, with the cooperation of 
labor and business and with the Fed- 
eral government setting an example; 
reductions of $2 billion in excise and 
payroll taxes will also make a con- 
tribution to reducing inflation; 
an extension of the funding for 725,- 
000 public service (CETA) jobs, and 
a $700 million increase in spending 
for our youth employment efforts; 
a major new $400 million private 
sector jobs initiative, designed pri- 
marily to encourage businesses to 
hire unemployed minorities 
youth. 

I plan to work very closely with Con- 
gress to secure prompt action on these 
economic proposals. Their adoption will 
help achieve the kind of economic pros- 
perity for our Nation that all of us want. 
Along with a sound energy bill, enact- 
ment of these economic proposals will be 
my highest domestic priority for 1978. 


and 


ENERGY 


There can be no higher priority than 
prompt enactment of comprehensive en- 
ergy legislation along the lines submitted 
to the Congress last spring. 

Huge oil price increases in 1973-74 
contributed to the double-digit inflation 
of 1974, and to the worst recession in 40 
years. These price hikes were also the 
principal cause of our foreign trade defi- 
cit, which has contributed to the weak- 
ness of the dollar abroad. 

Unless we act now, our energy prob- 
lems will rapidly get worse. Failure to act 
will fuel inflation, erode the value of the 
dollar, render us vulnerable to disruptions 
in our oil supply, and limit our economic 
progress in the years to come. 
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I am confident that the Congress will 
respond to the Nation’s clear need, by en- 
acting responsible and balanced energy 
legislation early this year. 


EMPLOYMENT 


Last year we made considerable prog- 
ress in our efforts to reduce unemploy- 
ment. The unemployment rate decreased 
from 7.8% to 6.4%. During the year, 4.1 
million new jobs were created. Unem- 
ployment fell by 1.1 million workers. The 
actions we took as part of our $21 bil- 
lion economic stimulus package substan- 
tially helped us achieve these favorable 
results. 

In 1978, the Administration will con- 
tinue its efforts to reduce unemployment 
still further and to increase employment 
opportunities for all Americans. As part 
of the budget I will propose: 

—additional funds to increase youth 
programs 260% above the 1976 
level, providing $2.3 billion in out- 
lays and 450,000 man-years of em- 
ployment and training for young 
workers ; 

—a $400 million private sector em- 
ployment program focused on youth 
and other disadvantaged workers 
and aimed at mobilizing private in- 
dustry to work with government in 
finding jobs, It will be implemented 
through business councils established 
throughout the country; 

—maintenance of the 725,000 CETA 
jobs through 1979, while tying them 
in future years to national unemploy- 
ment rates; 

—beginning of a demonstration pro- 
gram for the jobs component of the 
Better Jobs and Income Program. 
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Humphrey-Hawkins Legislation 

The Administration will seek passage 
of the Humphrey-Hawkins Full Employ- 
ment and Balanced Growth Act. 

This Act will help the Administration 
and the Congress in planning our efforts 
to reduce unemployment and to create 
jobs, while maintaining reasonable price 
stability. Its enactment would serve as a 
living memorial to the late Senator Hu- 
bert Humphrey. 


Private Sector Jobs 

The Administration plans a major $400 
million effort to involve business and 
labor in the training and hiring of the 
hard-core unemployed. 

The program will closely tie the Feder- 
al employment system with the private 
sector, through the use of business coun- 
cils. I am confident that the private sec- 
tor will respond positively to the call to 
help the Nation solve one of its most seri- 
ous problems—the employment of our 
youth and minorities. 


INFLATION 


Although inflation is lower now than in 
the recent past, we still must do more to 
keep it down. The steps my Administra- 
tion will take include: 

incentives for business investment, 
contained in our tax proposals, 
which will increase productive in- 
vestment, and thereby help us hold 
down prices and costs; 

reduction in excise and unemploy- 
ment taxes, proposed in the new 
budget; 

—continuing reductions in needlessly 
complex Federal regulations. We 
have established a high-level inter- 
agency committee to review the ef- 
fects of regulation in our economy, 
and we will continue our efforts for 
regulatory reform in the airline in- 
dustry and elsewhere ; 
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—a special effort to hold down the 
soaring costs of health care, through 
enactment of the Hospital Cost Con- 
tainment Act. 

But the government cannot solve this 
problem alone—especially once business, 
labor, and consumers have accepted in- 
flation as a fact of life, and adjusted their 
behavior accordingly. I have therefore 
asked business and labor to undertake, 
voluntarily, a new program to reduce in- 
flation. I will ask each industry to aim 
for smaller price and wage increases in 
1978 than it averaged over the last two 
years. As a major employer the Federal 
government should take the lead in this 
effort. Voluntary cooperation is one 
way—perhaps the only way—to reduce 
inflation without unacceptable govern- 
ment interference and coercion. 


URBAN ASSISTANCE AND COMMUNITY 
DEVELOPMENT 


The Administration and Congress took 
major steps last year to meet the needs of 
our cities. We increased funding for Com- 
munity Development Block Grants by 
$2.7 billion over three years, and provided 
an alternative formula for allocating 
funds that was more responsive to the 
needs of distressed urban areas. Next year 
we will recommend an increase of $150 
million over the 1978 level for the Com- 
munity Development Block Grant pro- 
gram. We enacted a new program of 
Urban Development Action Grants at an 
annual level of $400 million, and ex- 
tended and expanded Anti-Recession Fis- 
cal Assistance (ARFA). 

I am proposing that the ARFA pro- 
gram, which expires September 30, 1978, 
be extended. We are evaluating possible 
revisions in programs and funding, and 
will make our recommendations to the 
Congress within two months. 
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The Administration is also studying 
closely the possible need for extended 
Federal lending to New York City. The 
current legislation expires on June 30, 
1978. We are committed, along with the 
State and City, to preserving the City’s 
solvency. If such extended lending is nec- 
essary for that purpose, we will propose it. 
However, all the interested parties must 
contribute to a permanent solution. 

This spring I will submit to Congress 
a message outlining this Administration’s 
urban policy, based on the work of the 
Urban and Regional Policy Group, 
chaired by the Secretary of Housing and 
Urban Development. It will be designed 
to make existing Federal programs more 
effective, and will involve new initiatives 
and resources to address our urban needs. 
The long-standing problems of our cities 
are structural in nature and cannot be 
corrected by short-term or one-time ef- 
forts. This Administration is committed 
to a long-term and continuing effort to 
meet stubborn problems and changing 
needs. Our urban policy proposals will: 

—build a more effective partnership 
between the Federal government, 
State and local governments, the pri- 
vate sector, neighborhood groups and 
concerned citizens; 

—be sufficiently flexible to meet the 
diverse needs of our urban areas and 
to respond to particular problems of 
distressed areas; 

—address the fiscal needs of hard- 
pressed urban governments, as well 
as the economic and social needs of 
city residents; 

—improve the urban physical environ- 
ment and strengthen urban commu- 
nities ; 

—use Federal assistance to stimulate 
job-creating investments by the pri- 
vate sector and to encourage innova- 
tive actions by the State and local 
governments. 
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AGRICULTURE AND RURAL DEVELOPMENT 

Decent farm income and a strong fam- 
ily farm system are vital to our national 
economic stability and strength. For too 
long farm prices for many commodities 
have been severely depressed. Working 
with the Congress in the past year, we 
have adopted new programs and policies 
designed to strengthen farm income and 
to ensure abundant, reasonably priced 
food for consumers. Partially as a result 
of these policies and programs, farm 
prices are now improving. Nevertheless, 
we cannot be satisfied with the economic 
condition of many American farmers to- 
day. We will continue to monitor our agri- 
cultural economy and to work with Con- 
gressional and farm leaders to make cer- 
tain that Federal programs and policies 
are carried out effectively. 


Food and Agriculture Act 

In the past year we have worked with 
the Congress to enact a new comprehen- 
sive Food and Agriculture Act, which will 
protect producers and consumers. We 
have also exercised set-aside authority 
for wheat and feed grains, which will pro- 
tect farm income. This year we expect to 
pay farmers $7.3 billion for all price sup- 
port programs. The new farm bill which 
October 1, 1977, 
achieves long-needed changes in our agri- 


became effective 
cultural policies, including: 

—minimal governmental intervention 
in markets and in the decisions 
farmers make; 

—price support loans for major com- 
modities that permit us to remain 
competitive in world markets; 

—a grain reserve designed to remove 
excess products from the market and 
hold them until supplies are short; 

—income support levels based on cost- 
of-production. 
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Grain Reserve 

Last year we initiated a plan to place 
30-35 million metric tons of food and feed 
grains in reserve. Establishing this reserve 
will add further strength and stability to 
the market and provide a hedge against 
export control on grain. Most of this 
grain will be owned and controlled by 
farmers. To strengthen farmer control of 
the grain and to help keep the grain out 
of government ownership, terms of the 
farmer storage facility loan program were 
liberalized. In 1978, the Administration 
will propose an international emergency 
grain reserve of up to 6 million metric tons 
to help us meet our food aid commit- 
ments abroad. 


Agricultural Disaster and Drought Aid 


Because of the record droughts in 1977, 
I worked with Congress to pass an $844 
million Emergency Drought Assistance 
Program. This year we will ask Congress 
to eliminate the many inconsistencies and 
inequities in existing disaster aid pro- 
grams, and we will continue to give high 
priority to addressing the effects of the 
drought, which has begur to abate. 

We are taking other steps to improve 
life in rural America. I recently signed a 
law to encourage better delivery of health 
services in rural communities. We will 
continue to expand the assignment of the 
National Health Service Corps’ doctors, 
dentists and other health professionals to 
underserved rural areas. We will shortly 
be announcing methods to improve the 
effectiveness of rural housing programs 
with greater emphasis on home owner- 
ship for rural Americans. 


Agricultural Exports 


I want to increase our agricultural ex- 
ports. To do so we need competitive 
prices, high quality products, and reserve 
supplies to meet all contingencies. We 
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must remove unnecessary barriers to ex- 
ports. And we must have an affirmative 
export policy. In 1977, the Administra- 
tion more than doubled (to $1.7 billion) 
the short-term export credit program, in- 
creased Soviet grain purchase authoriza- 
tion to 15 millions tons, developed a risk 
assurance program, and expanded efforts 
to develop export markets around the 
world. 

This year we will continue these ef- 
forts, especially to reduce barriers to agri- 
cultural trade. 


Sugar 


To stabilize world sugar prices and to 
protect domestic sugar-producers, we 
negotiated an international sugar agree- 
ment this year with the major sugar- 
producing countries. We will seek Con- 
gressional ratification of the agreement 
early in 1978. The sugar program re- 
quired by the 1977 Food and Agricul- 
tural Act will protect the domestic sugar 
industry in the meantime. 


Rural Development and Credit Policy 


In fiscal year 1977, the Farmers Home 
Administration provided nearly $7 billion 
in loans in four areas: farming, housing, 
community facilities and business and in- 
dustrial development. We expect to pro- 
vide at least $1 billion more in the cur- 
rent fiscal year. 


SMALL BUSINESS 


This Administration took several steps 
in 1977 to strengthen small business. The 
Small Business Administration expanded 
its financial and management assistance 
to these firms and developed an advocacy 
program to represent small business inter- 
ests before all Federal departments and 
agencies. In 1978, we will continue efforts 
to support small business through tax cuts 
and special tax incentives, reduced regu- 





Administration of Jimmy Carter, 1978 


lations and other programmatic reforms, 
and expanded SBA loan authority. 


MEETING Our Nation’s Human NEEDS 

This Administration’s constant concern 
has been with meeting the human needs 
of all Americans. Over the past year, we 
have moved on a number of fronts to 
make certain our citizens will be well 
housed, better educated, and properly 
cared for when they are in need. This 
year we will pursue our current initiatives 
in these areas and launch new ones. 


HEALTH 


This past year we were very active in 
the effort to improve the health of our 
citizens and to restrain 
health care costs, through: 

—Establishment of a Mental Health 

Commission to help develop a na- 
tional mental health program. The 
Commission will issue its final report 


skyrocketing 


later this year, and I expect to care- 


fully consider the Commission’s 
findings. 

—A campaign to immunize the more 
than 20 million children not yet pro- 
tected against communicable child- 
hood diseases. 

—Reorganization of part of HEW to 
allow more efficient delivery of 
Medicare/Medicaid services. The 
cost savings from the reorganizations 
will be realized more fully this year. 

—Signing legislation to attack fraud 
and abuse in Medicare/Medicaid 
programs. 

—Signing legislation to make Medi- 
care/Medicaid reimbursement avail- 
able to physician extenders in rural 
clinics. The beneficial effects of that 
bill will be felt in our Nation’s rural 
areas for the first time this year. 
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In 1978, the Administration will con- 
tinue these and other efforts to bring us 
better and less costly health care. 


Hospital Cost Containment 


One of my main legislative goals for 
this year is the Hospital Cost Contain- 
ment Bill. That bill, which would save 
hospital users more than $7 billion in the 
first two years after enactment, is our 
principal weapon in the effort to decrease 
health care costs, which now double every 
five years. 


National Health Insurance 


I will submit to Congress later this year 
a National Health Insurance proposal. 
While Congress will not have the time to 
complete action on this proposal in 1978, 
it is important to begin the national de- 
bate on the many complex issues involved 
in National Health Insurance. 

National Health Insurance will not 
solve all our health problems. A sensible 
national health policy also requires more 
effective delivery of preventive services, 
better nutrition, vigorous abatement of 
environmental and occupational threats 
to health, and efforts to change individual 
lifestyles that endanger health. 

But National Health Insurance is a 
crucial step. It will protect our people 
from ruinous medical] bills and provide 
each citizen with better access to sound 
and balanced health insurance coverage. 


Medicaid Improvements for Children 
Last year I proposed the Child Health 


Assessment Program to improve the early 
and preventive screening, diagnosis and 
treatment program for lower-income chil- 
dren under Medicaid. The Administra- 
tion will press for enactment of this meas- 
ure, and will urge its expansion to make 
an additional 1.7 million lower-income 
children eligible. 
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Teenage Pregnancy Proposal 


I will propose legislation to establish 
networks of community based services to 
prevent unwanted adolescent pregnan- 
cies. We need and will urge expansion of 
existing family planning services to reach 
an additional 280,000 teenagers. 


Drug Abuse 


Drug Abuse threatens the health and 
safety of our children, here and abroad. 
We will continue the efforts begun last 
year to make our drug abuse prevention 
and control programs more effective and 
efficient. 


World Health 


This year I will present a strategy for 
working directly with other nations and 
through international organizations to 
raise the standards of health and nutrition 
around the world. 


EDUCATION 


Last year the Congress adopted with 
our cooperation a 15% increase in edu- 
cation funding—the largest increase since 
enactment of the Elementary and Second- 
ary Education Act. 

This year we will continue to demon- 
strate our commitment to improving the 
Nation’s education programs. HEW’s ed- 
ucation budget expenditures will be in- 
creased by 14%, with the most significant 
increases coming in education of the dis- 
advantaged, assistance to State programs 
for education of the handicapped, and 
college student financial aid. 

The Administration will also work with 
the Congress for the creation of a sepa- 
rate Cabinet-level Department of Edu- 
cation, and for legislation to replace and 
reform expiring Federal education acts. 

These legislative proposals will con- 
centrate on: 
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—increasing basic literacy; 

—ensuring that students are prepared 

for jobs; 

—supporting post-secondary education 

and lifelong learning; and, 

—strengthening the partnership be- 

tween Federal, State, and local gov- 
ernments. 

To augment existing programs, I will 
propose legislation to help low and 
middle-income families meet rising col- 
lege tuition costs, and will also support a 
significant expansion of student aid pro- 
grams. 

INCOME ASSISTANCE 


Over the past year we have made many 
far-reaching improvements in the pro- 
grams that provide income assistance to 
the needy. My Administration will con- 


tinue to assign great importance to this 
area in 1978. 
Welfare Reform 

I proposed last year « reform of the 
Nation’s welfare system, through the Bet- 
ter Jobs and Income Act. This Act would 
fundamentally reform current programs 
to assist the poor by: 

—consolidating the Aid to Families 
with Dependent Children, Supple- 
mental Security Income and Food 
Stamps programs into a single con- 
solidated cash assistance program 
that provides a basic nationally uni- 
form Federal benefit; 

—improving efforts to find jobs for the 
poor in the private sector, and creat- 
ing up to 1.4 million public service 
jobs for heads of families who can- 
not be placed in unsubsidized em- 
ployment; and 

—improving work incentives by ex- 
panding the Earned Income Tax 


Credit. 
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We will work actively with the Con- 
gress in the coming year to pass the Bet- 
ter Jobs and Income Act, and we will 
provide in this year’s budget for pilot em- 
ployment programs so we will be ready 
to implement the welfare reform program. 


Family and Children 


My Administration will continue its 
strong commitment to strengthening the 
American family and to expanding pro- 
grams for children. 

The Administration will propose this 
year that the school breakfast program be 
made mandatory in schools with high 
concentrations of needy children. Fur- 
ther, we will propose a major expansion 
in special supplemental food programs for 
women, infants, and children. 

Among other major actions in 1978 
will be: 

—convening a White House Confer- 

ence on Families; 

—pressing for enactment of our pro- 
posed reforms in foster care pro- 
grams including new financial as- 
sistance to aid in the adoption of 
hard-to-place children; 

—more than doubling the budget out- 
lays for child welfare services, with 
an emphasis on services that help 
keep families together; 

—continuing $200 million in special 
funding for day care under Title 
XX of the Social Security Act. 

We will also depend upon the revital- 
ized Community Services Administration 
to develop new approaches to assist the 
poor. 

THE ELDERLY 


Last year saw the enactment of Social 
Security financing legislation that will as- 
sure the system’s financial integrity into 
the next century. This year the Admin- 
istration will continue to work for 
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strengthened legislation against unwar- 
ranted age discrimination in the Federal 
and private sector. We will propose leg- 
islation to extend and strengthen the 
Older Americans Act and we will seek a 
13% increase in funding for programs 
providing daily meals to the elderly, rais- 
ing the total of daily meals served to 
385,000. In addition, the Administration 
will work to assure that the contributions 
of older Americans are sought in our ef- 
forts to meet national needs. 


HOUSING 


Last year we made progress toward 
our national goal of a decent home in a 
suitable environment for every American 
family. 1977 was a good year for housing, 
generally, with total new starts exceeding 
two million. And we have renewed the 
Federal government’s commitment to 
housing for the needy. 

Early last year, the Administration pro- 
posed major new initiatives to meet the 
housing needs of low- and moderate-in- 
come Americans—initiatives which are 
central to our urban development strat- 
egy. We had about 118,000 starts under 
section 8 and public housing subsidized 
programs in 1977. We look forward to an- 
other 30 percent increase in subsidized 
housing starts in these programs for 1978, 
and 92,000 starts in the Assisted Housing 
Rehabilitation Loan Programs. We will 
reassess our national housing needs and 
goals and our current housing and credit 
policies designed to meet those needs. 

In 1978, the 


strengthen its commitment to meet the 


Administration — will 
housing needs of all communities with a 
variety of expanded programs and new 
initiatives : 

—Rental housing assistance to an addi- 
tional 400,000 low-income families, and 





Jan. 19 


help to enable an additional 50,000 mod- 
erate-income families to own their own 
homes. The total number of families re- 
ceiving housing assistance will increase 
from 2.6 million in 1977 to 3.1 million 
in 1979. 

—More funds for the rehabilitation 
loan program under section 312, with an 
expansion of existing programs for sub- 
stantial renovations and the creation of a 
new moderate rehabilitation program un- 
der section 8. 

—A major new operating subsidy pro- 
gram for 1979. This new program, cou- 
pled with improved management controls 
and the monitoring of troubled projects, 
is intended to reduce the inventory of de- 
faulted: projects and aid in restoring dis- 
tressed urban areas. The Department of 
Housing and Urban Development has 
made substantial progress in 1977 in re- 
ducing the stock of defaulted projects. 
This new program will give the Depart- 
ment additional tools. Outlays for this 


program are estimated to total $52 mil- 
lion in 1979. 

—A Federal financing mechanism for 
assisted housing projects through use of 
the GNMA Tandem program. 

-A targeted GNMA Tandem pro- 


gram which will provide subsidies de- 


signed to bring middle-income families 
back to the cities. 

—Targeting of rural housing programs 
to lower-income residents, including a 
special program to help very poor families 
own their own homes. 

Continuing high levels of production 
of housing for the elderly and 
handicapped. 


TRANSPORTATION 


This year we will build on the efforts 
we made last year to strengthen the Na- 
tion’s transportation system by decreasing 


Administration of Jimmy Carter, 1978 


consumer costs, pursuing increased en- 
ergy efficiency, and improving safety: 

—negotiation of a new US-UK bi- 

lateral air services agreement; 

—approval of new international air 

routes from a number of American 
cities ; 

—requiring passive restraint systems on 

all new automobiles by 1984; 

—setting new fuel efficiency standards 

for 1981-1984 model automobiles ; 

—beginning work on the Northeast 

Corridor Railroad Improvement 
Program; 

—passing an all-cargo airline deregula- 

tion bill. 

We will also continue our policy of in- 
creasing competition and reducing air- 
fares in international flights, and pursue 
additional bilateral agreements. Consum- 
ers have already benefited from reduced 
international fares and improved service. 


Highway and Transit Programs 


We will soon propose a comprehensive 
highway and transit program, which will 
provide more than $45 billion in total au- 
thorizations in the 1979-1982 period. 
The program will give states and locali- 
ties more flexibility in planning and pro- 
graming their highway and transit fund- 
ing, by reducing the number of narrow, 
categorical accounts and by using con- 
solidated accounts for a wider range of 
potential transportation projects. 

In addition, we will make funding of 
transportation programs more uniform 
and give localities more control over 
highway and mass transit funds in large 
urban areas. 


Highway Safety 

The Administration will propose legis- 
lation to strengthen our efforts for high- 
way safety and to reduce restrictions on 
the states’ use of Federal highway safety 
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grant funds. That legislation will earmark 
funds for the Department of Transporta- 
tion to support important highway safety 
projects, such as the 55 mile per hour 
speed limit program. 


Inland Waterway User Fees 

Users of Federal inland waterways 
should pay fees which will pay a substan- 
tial part of the cost of constructing, oper- 
ating and maintaining those waterways. 
My Administration will continue to work 
closely with Congress toward passage of 
a bill that will, for the first time, establish 
inland waterway user fees. 
Aircraft Noise Abatement 

My Administration will 
passage of legislation to contro] aircraft 
noise. 


again seek 


No-Fault Automobile Insurance 


We continue to support legislation to 
establish Federal minimum standards for 
no-fault automobile insurance. 

VETERANS 

In 1977, we took a number of steps to 
make certain that the country continues 
to meet the special needs of our millions 
of veterans. Legislation was passed to in- 
crease compensation benefits for service- 
connected disabilities, benefits under the 
G.I. Bill, and veterans pension benefits. 
Millions of veterans will feel the effects 
of these increases this year. 

In 1978, we will further improve ou 
veterans programs by: 

initiating a government-wide review 
of the problems of Vietnam veterans and 
the means by which current programs can 
be made more effective in meeting their 
needs; 

—beginning new programs to deal with 
problems of alcohol, drug abuse and 


psychological readjustment: 
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benefits for 
disabilities, and im- 
provements in the veterans pension pro- 
gram; 


proposing increased 


service-connected 


—continuing special employment pro- 
grams for Vietnam-era veterans. 


ARTS AND HUMANITIES 


Americans are increasingly aware that 
preserve and 
transmit our heritage, enrich our lives, 


the arts and humanities 
and contribute significantly to the social 
and economic well-being of our Nation. 
This Administration is committed to fos- 
tering the highest standards of creativity 
and scholarship in an open partnership 
between public and private sectors—and 
we believe that the products of this com- 
mitment must be available to the many 
Americans who wish to share in them. 
This year’s substantial increases in the 
budgets for the Arts and Humanities En- 
dowments demonstrate my strong belief 
in the value of these programs. 


MAKING THE GOVERNMENT More 
EFFICIENT AND More RESPONSIVE 
GOVERN MENT EMPLOYEE: 

Civil Service Reform 

The Civil Service System is too often 
a bureaucratic maze stifles the 
dedicated Government 
employees while inadequately protecting 


which 


initiative of our 


their rights. Our 2.8 million civil servants 
are governed by outdated rules and in- 
stitutions that keep them from being as 
efficient as they would like to be. No one 
is more frustrated by this system than 
hard-working public servants. Therefore, 
one of my major priorities in 1978 will 
be to ensure passage of the first compre- 
hensive reform of the system since its 


creation nearly a century ago—reforms 
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developed with the direct involvement of 
civil servants. Early this year, Congress 
will receive legislation and a reorganiza- 
tion plan to: 

—restructure the institutions that run 

the Civil Service; 

increase safeguards against abuses of 
official power; 

-provide greater incentives for man- 
agers to improve the Governmeni’s 
efficiency and responsiveness ; 
reduce the system’s red tape and de- 
lays; 

-speed the procedures for dealing with 
employee grievances and disciplinary 
actions; 

—make equal employment opportuni- 

ties more effective. 

Last year the Administration acted to 
protect Federal employees from the loss 
of a job due to reorganization. Such pro- 
tection will be maintained. 


Hatch Act Reform 

I will continue to support reform of the 
Hatch Act, which would restore the right 
of most Civil Service employees to par- 
ticipate in the political process. 
Part-time and Flexi-time Employment 

To help obtain Federal jobs for the 
elderly, the handicapped, women, and 
others with family responsibilities, all Fed- 
eral agencies will carry forward renewed 
efforts to increase part-time and flexi-time 
employment opportunities. 


REORGANIZATION, MANAGEMENT AND 


REGULATORY REFORM 


The Government Reorganization Proj- 
ect will keep working to make the Govern- 
ment more responsive and efficient. Last 
year we combined parts of 11 agencies 
into one Department of Energy, stream- 
lined the Executive Office of the President 
and reduced the White House Staff. and 


Administration of Jimmy Carter, 1978 


proposed the abolition of nearly 500 ad- 
visory committees and small agencies. 

In addition to the upcoming Civil Serv- 
ice and education reform efforts, we will 
soon submit proposals: 

—to restructure our equal employment 
programs to provide better protection for 
the rights of minorities and women, and 
to ease the burden of compliance on State 
and local government as well as business; 

—to improve the administration of jus- 
tice: and 

—to reorganize our disaster assistance 
programs. 

Additional studies are under way in 
many other areas, and several of these will 
result in reorganization proposals later 
this year. Efforts to improve Federal cash 
management continue. 

We are also vigorously pursuing the 
effort begun last year to reduce the bur- 
den of outdated, ineffective, and _nit- 
picking regulations. For example, the 
Department of Health, Education, and 
Welfare eliminated 5% of their regula- 
tions, the Federal Trade Commission re- 
scinded 111 outdated sets of rules on trade 
practices and both the Civil Aeronautics 
Board and the Interstate Commerce Com- 
mission have moved to allow more com- 
petition, which has led to lower prices. 
In 1978, we will continue these efforts. 


Worker Health and Safety 

The Occupational Health and Safety 
Administration has already slashed its 
paperwork requirements by 50% and 
eliminated 1,100 unnecessary regulations, 
while improving its capacity to protect 
workers. This spring the Task Force on 
Worker Safety will make further recom- 
mendations to increase protection for 


workers and minimize employer cost. 
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Airline Regulatory Reform 


Last year, I signed legislation deregu- 
lating all cargo air transportation. This 
year, I will continue to work for passage 
of the airline regulatory reform bill for 
passengers. That bill will allow air car- 
riers to compete through lower fares, new 
services, and new markets, without exces- 
sive government interference or disrup- 
tion of service to small communities. 
Trucking Regulatory Reform 

Forty years of tight government con- 
trols have not done enough to bring us 
competitive prices, good service, and effi- 
cient use of fuel. We will consider meas- 
ures to bring more competition into the 
motor carrier area. 


Drugs 


We will propose legislation to reform 
regulation of the drug industry, which 
will protect the consumer and make regu- 
lations fairer and less burdensome. 


Regulatory Process 


Early in 1978, I will issue an Executive 
Order to improve the regulatory process. 
This Order will require officials respons- 
ible for regulations to sign them; assure 
that policy-level officials are fully involved 
in the process; require that regulations be 
written in plain English; make it easier 
for the public to participate in the proc- 
ess; increase coordination between agen- 
cies with overlapping responsibilities; re- 
quire a closer look at the cost of regula- 
tions before they are issued; and require 
“sunset” reviews of existing regulations. 

I have also set up an interagency com- 
mittee to help regulatory agencies review 
the economic effects of major regulations, 
so that we can be sure that the costs of 
each proposed regulation have been fully 
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considered. In this way we will be able 
to identify the least costly means of 
achieving our regulatory goals. 
Paperwork Reduction 

In 1977, my Administration decreased 
by 12% the paperwork burden that the 
Government imposes on the people. This 
was done by eliminating, consolidating, 
simplifying, and decreasing the frequency 
of reports. That savings is the equivalent 
of 50,000 full-time workers filling out 
Federal forms for a full year. All depart- 
ments and agencies are currently setting 
goals for further substantial reductions in 
1978. All reporting requirements associ- 
ated with grant-in-aid programs will be 
subject to “sunset” reviews, and ended 
unless they are found necessary. In addi- 
tion, we are reviewing the recom- 
mendations of the Commission on Federal 
Paperwork. 


LABOR LAW REFORM 


Last year we proposed legislation to 
reform our Nation’s labor laws, in order 
to streamline the conduct of elections for 
employee representation and strengthen 
the enforcement powers of the National 
Labor Relations Board. We will work 
closely with Congress to ensure early 
passage of this bill, which is one of my 


highest legislative goals this year. 
ELECTION REFORM 
Last year, I supported proposals to 
make our elections fairer and more hon- 
est. These included public financing of 
Congressional campaigns, amendments to 


the Federal Election Campaign Act and 


other election reforms. The Administra- 
tion will continue to support Congression- 


al action on these measures. 
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CONSUMER REFORM 


We have taken many actions to benefit 
consumers by reducing the costs and im- 
proving the quality and safety of prod- 
ucts. But one consumer initiative merits 
separate emphasis—the creation of the 
Office of Consumer Representation. We 
supported legislation last year to create 
such an Office, so that the interests of 
consumers could be represented in one 
government agency. The Office would not 
require additional government employees 
or expenditures since it would merely con- 
solidate the consumer offices that already 
exist throughout the government. I am 
strongly committed to this legislation, and 
regard its enactment as one of the year’s 
primary legislative priorities. 


PUBLIC BROADCASTING REFORM 


I proposed legislation last year to 
strengthen the public broadcasting serv- 
ice by providing increased long-term Fed- 
eral support, insulation from _ political 
pressure, better coordination among the 
national organizations that run public 
broadcasting, and more opportunity for 
citizens to participate at the local level. 
My Administration will work with Con- 
gress this year to pass these reforms. 


OPENNESS AND INTEGRITY 


One of our primary goals is to make 
certain that the government’s ethical 
standards are high, and that they are ful- 
ly observed. And we must ensure that our 
government is open and responsive to the 
American people. 

Last year, I took steps in that direction 
by requiring that the senior officials of my 
Administration publicly disclose their in- 
come and assets and pledge not to do 


business with their agencies for two years 
after leaving government service. To in- 


crease the government’s openness, we 
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took steps to make certain that the spirit 
as well as the letter of the Freedom of 
Information Act was observed. And we 
tried to bring the Presidency to the peo- 
ple with citizen forums and discussion 
panels throughout the country. 

This year, we will continue these ef- 
forts, concentrating our primary atten- 
tion on these areas: 


Lobby Reform 


The Administration will press for leg- 
islation requiring registration of lobbyists 
and thorough public disclosure of their 
lobbying activities. This 
legislation will help reestablish confidence 
and trust in government. 


Ethics 


long-overdue 


I applaud the strong ethical codes 
adopted last year by the House and Sen- 
ate. I believe those codes and the stand- 
ards established for my Administration’s 
officials should be made law, so that they 
will clearly apply to public officials in the 
future. I urge Congress to pass the Public 
Officials Integrity Act this year. 


Classification 


We are completing a study of classi- 
fication systems for government docu- 
ments and I will shortly issue an Execu- 
tive Order designed to eliminate improper 
and unnecessary classification and to en- 
sure that documents are declassified more 
rapidly. 

J USTICE 
Civil Rights and Equal Opportunity 

All Americans have fundamental civil 
rights requiring government protection, 
and all must be afforded equal opportuni- 


ties to participate as full members in our 
society. In 1977, this principle guided my 
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Administration in numerous areas, and I 
plan to make certain that this year our ef- 
forts on behalf of civil rights and equal 
opportunities continue unabated. Our 
Nation’s concern for human rights must 
be heard as clearly at home as abroad. 


Educational Opportunities 

In 1977, my Administration vigorously 
attacked educational discrimination on 
the elementary, secondary and higher 
education levels. A major suit was pursued 
to ensure non-discrimination at the uni- 
versity level. At the same time, we rec- 
ognized and reaffirmed the importance 
of affirmative action programs to ensure 
equal opportunities at educational institu- 
tions through our brief in the Bakke case. 
Our efforts to eliminate discrimination 
and promote affirmative action programs, 
relying on flexible goals rather than on 
quotas, will continue in full force. 


Handicapped 


HEW issued regulations and guidelines 
to implement legislation guaranteeing 
equal access to programs receiving finan- 
cial assistance from HEW. This year the 
other Cabinet Departments will issue 
similar regulations, so that the rights of 
handicapped Americans will begin to be 
fully observed. We are providing a $50 
million loan fund to States and institu- 
tions to enable them to comply with these 
regulations and to eliminate barriers 
which prevent access by our handicapped 
citizens to federally assisted programs 
and activities. We are proposing a major 
increase in funding under the Education 


of all Handicapped Children Act. 


Equal Opportunity 

This past year the Administration re- 
affirmed Executive Order 11375, which 
prohibits discrimination on the basis 
of sex in Federal employment. In addi- 
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tion, I voluntarily placed the Executive 
Office of the President under Title VII 
of the Civil Rights Act. This year, as part 
of our effort to eliminate sex discrimina- 
tion in unemployment and education, I 
will continue to urge the ratification of 
the Equal Rights Amendments to the 
Constitution. 


This past year the Equal Employment 
Opportunity Commission was reorga- 
nized to increase its efficiency. As a result, 
the Commission made substantial prog- 
ress on reducing its backlog of complaints. 
With the more than 40% increase in 
funding that will be proposed in the 1979 
budget, the EEOC will be able to fur- 
ther reduce its backlog. Early this year I 
will propose to Congress a reorganization 
plan concerning equal opportunity en- 
forcement which will strengthen the 


EEOC. 


Anti-Foreign Boycott 

I strongly supported, and signed, leg- 
islation to prohibit American participa- 
tion in secondary economic boycotts by 
foreign countries. That law will be strictly 
enforced by my Administration this year 
through the regulations just issued by the 
Department of Commerce. 

Minority Business 

Last year, we started a number of pro- 
grams to make more opportunities avail- 
able for minority-owned businesses. That 
effort will be continued and strengthened 
this year: 

—We are half way toward our two- 
year goal of $2 billion in Federal pur- 
chases of services and goods from minor- 
ity-owned firms. We will reach that goal 
by the end of the year. 

—We will raise the goal for Federal 


deposits in minority-owned banks above 
the 1977 level of $100 billion. 
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—We will continue to enforce the $400 
million minority business set-aside pro- 
vision in the local public works act, and 
may exceed that target. 

—We will continue to implement the 
minority business set-aside policy estab- 
lished for contracts let in the North- 
east Corridor Improvement 
Program. 


Railroad 


Undocumented Aliens 

Last year, I proposed legislation to im- 
pose sanctions on employers who hire un- 
documented aliens and to change the legal 
status of the many undocumented aliens 
now residing in this country. That legis- 
lation would afford undocumented aliens 
residing here continuously since before 
1970 the opportunity to apply for perma- 
nent resident status. It would create a 
new five-year temporary resident status 
for those undocumented aliens who re- 
sidered here continuously from 1970 to 
January 1, 1977. I want to work with 
Congress this year toward passage of an 
undocumented aliens bill, for this social 
and economic problem can no longer be 
ignored. 
Native Americans 

The Administration has acted con- 
sistently to uphold its trusteeship respon- 
sibility to Native Americans. We also have 
elevated the post of Commissioner of In- 
dian Affairs to the level of Assistant Sec- 
retary of Interior. In 1978, the Admin- 
istration will review Federal Native 
American policy and will step up efforts 
to help Indian tribes assess and manage 
their natural resources. 


LEGAL AND JUDICIAL REFORM 


Last year, my Administration began a 
number of major efforts to improve our 
Nation’s legal and judicial system, and we 
intend to pursue those and related efforts 
fully this year. 
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Criminai Code Reform 


We have worked closely with members 
of Congress to develop a proposed revi- 
sion of the Nation’s Criminal Code. That 
revision will codify in one part of the U.S. 
Code all Federal crime laws and will re- 
form many outdated and inconsistent 
criminal laws. My Administration will 
work closeiy with Congress this year to 
seek passage of the first complete codifi- 
cation of the Nation’s criminal laws. 


Judicial Reform 


The Federal judicial system has suffer- 
ed for many years from an inadequate 
number of judges, and we will continue 
to work with Congress on an Omnibus 
Judgeship Bill to correct this problem. 
We will also continue our efforts to use 
our judges more effectively, through leg- 
islation which we have proposed to ex- 
pand significantly the authority of magis- 
trates, to increase the use of arbitration, 
and to tighten Federal jurisdiction. We 
will work this year to complete Congres- 
sional action on these bills. 


Wiretap Reform 

Last year we proposed legislation re- 
forming our approach to electronic sur- 
veillance for foreign intelligence pur- 
poses, and affording greater protection to 
our citizens. Essentially, that legislation 
would require the government to obtain 


a court order before beginning any for- 


eign intelligence wiretaps in this coun- 
try. My Administration supports early 
passage of this much needed legislation. 
Anti-trust Enforcement and Competition 

Our Nation’s anti-trust laws must be 
vigorously enforced. Therefore, I recently 
established a Presidential Commission to 
review Federal anti-trust enforcement, 
and to make its recommendations this 
year. 
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Last year, we initiated a new program, 
administered by the Department of Jus- 
tice, to provide grant funds to State 
Attorneys General in order to strengthen 
anti-trust enforcement at the State level. 
We expect to see the results of this pro- 
gram this year. 

By reducing government regulation, we 
can increase competition and_ thereby 
lower consumer costs. This year we will 
continue our deregulatory efforts in the 
legislative and administrative areas in 
order to reduce anti-competitive prac- 
tices and abuses. 


Crime Reduction and Criminal Justice 

This past year the Reorganization 

Project and the Justice Department have 
been developing proposals to reorganize 
and to improve our Nation’s criminal jus- 
tice system, in order to strengthen enforce- 
ment and ensure equal justice. This year 
I will be sending a Message to Congress 
on criminal justice and crime reduction. 
My Message will include proposals to: 

—reorganize the Federal Law Enforce- 
ment Assistance Administration ; 

—improve our criminal research ef- 
forts; 

—develop better law enforcement 
methods against organized crime, 
white collar crime, drug abuse, and 
public corruption; and 

—develop minimum standards for Fed- 
eral correctional institutions. 

FBI and Intelligence Agencies’ Charters 


I plan to issue a comprehensive Execu- 
tive Order to govern the intelligence ac- 
tivities of the FBI, CIA, NSA and the 
Defense Department. That Executive 
Order will be the basis for the Admin- 
istration’s recommendations on legisla- 
tive charters governing the activities of 
the FBI and various intelligence agencies. 
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Privacy 


The Privacy Protection Study Commit- 
tee recently proposed an extensive list of 
new legislative and regulatory safeguards. 
My Administration is analyzing these re- 
cent proposals and will develop this year 
a program to ensure that personal privacy 
is adequately protected. 


District of Columbia 


We proposed last year a series of re- 
forms, including full voting representa- 
tion in Congress, designed to give the resi- 
dents of the District significantly greater 
control over their local affairs. My Ad- 
ministration will continue to work for 
the passage of those reforms this year. 


DEVELOPING AND PROTECTING OuR 
NATURAL RESOURCES 
ENERGY 
National Energy Policy 

In April 1977, I proposed to the Na- 
tion a comprehensive national energy 
policy. That policy is based on three prin- 
ciples, which will continue to guide our 
progress in 1978: 

—we must learn to use energy more 
efficiently and more carefully, 
through conservation measures, in- 
cluding retrofitting our buildings, 
factories and homes; 

—we must shift from oil and natural 
gas, which are becoming more scarce, 
to coal and renewable sources of 
energy which we have in abundance; 

—we must provide fair prices to pro- 
ducers of energy, so as to encourage 
development of new supplies without 
permitting windfall profits. 

The debate on this comprehensive pol- 
icy has been long and arduous. A number 
of difficult, contentious issues remain to 
be settled. I am confident, however, that 
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the Congress recognizes the seriousness of 
our energy problem and will act ex- 
peditiously on this program early this year. 
Securing passage of an acceptable energy 
bill—one which is fair to consumers, pro- 
vides needed energy savings, and is pru- 
dent from a fiscal and budgetary stand- 
point—will continue as our highest and 
most urgent national priority in 1978. 
Energy Statutes and Actions 

We have already begun to lay a strong 
foundation for implementation of a na- 
tional energy policy. In 1977 we took 
steps to put in place important policies 
and structural reforms needed to meet our 
energy goals: 

-Creation of a new Department of 
Energy which combines, for the first time, 
major governmental functions of energy 
research, regulation, pricing policy, in- 
formation collection and dissemination, 
and overall policy development. Without 
a strong organization, we would not hope 
to implement a comprehensive national 
policy. 

-Congress has approved our proposed 
route for a pipeline to bring natural gas 
from the North Slope of Alaska to the 
lower 48 states. 

—Passage of the Emergency Natural 
Gas Act to cope with the hardships of last 
winter's freeze and assure that high prior- 
ity gas users were not cut off during sup- 
ply emergencies. 

—Funding of more than $4 billion to 
store the first 500 million barrels of oil in 
a strategic petroleum reserve. We have al- 
ready begun to fill that reserve, and we 
remain committed to a 1 billion barrel 
strategic reserve by 1985. 


Outer Continental Shelf Legislation 


Legislation to improve the management 
of the Outer Continental Shelf for oil and 
gas development is a major item of un- 
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finished business pending before Congress. 
Prompt passage is necessary so that we can 
have the benefit of the new law as we 
move to open more offshore areas to de- 
velopment and production. This bill man- 
dates long-needed reforms in the leasing 
program to provide for the necessary de- 
velopment of offshore oil and gas while 
enhancing competition among oil com- 
panies, assuring that the public receives a 
fair return for the sale of the public’s oil 
and gas resources, and protecting our ma- 
rine and coastal resources. 


Nuclear Energy 

The United States has also advanced a 
policy to prevent the proliferation of nu- 
clear weapons around the world. An 
International Nuclear Fuel Cycle Evalua- 
tion has been established with wide 
international participation to examine 
alternatives to existing proliferation-prone 
technologies. In addition, legislation was 
proposed last year to establish better con- 
trols on export of nuclear fuels and tech- 
nologies. We will work with Congress to 
secure passage of that legislation early in 
1978. 

Our commitment to preventing the 
spread of nuclear weapons has led us to 
reorient our own domestic nuclear poli- 
cies. I have deferred indefinitely the com- 
mercial reprocessing of spent nuclear fuel 
and plutonium recycling. 

The Clinch River Plant itself would 
waste more than $2 billion while teaching 
us little that we do not already know, or 
cannot learn from our existing nuclear 
research and development program. I 
have recommended that the Clinch River 
Breeder Project be stopped, because it 
represents a premature and unwise com- 
mitment to commercialization of tech- 
nology that we do not now need. 

However, we intend to continue to de- 
velop the nuclear energy the Nation needs. 
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We will continue to move forward with 
a major research program on breeder 
technology. 

We will begin to implement our pro- 
gram for government management of 
spent fuel from nuclear reactors. 

In 1978, my Administration will work 
towards a policy for safe, permanent dis- 
posal of nuclear wastes. 

In 1978 and beyond, we will carry on 
a vigorous nuclear research and develop- 
ment program designed to give us safe 
technologies that will reduce the danger 
of nuclear proliferation and will be envi- 
ronmentally responsible. We will also 
seek to improve the current system of 
licensing nuclear power reactors in order 
to cut bureaucratic delays, while firmly 
maintaining and strengthening health, 
safety and environmental requirements. I 
will propose nuclear licensing legislation 
to the Congress this year. 


ENVIRONMENT 


One of my deepest personal commit- 
ments is to a clean, healthy environment 
for all of our citizens. Last May, I out- 
lined this Administration’s environmental 
priorities and policies in a comprehensive 
Environmental Message. Working closely 
with the Congress, we have made good 
progress on many of the measures con- 
tained in that Message; it will continue to 
guide our administrative and legislative 
actions in 1978. Overall, we will: 

—increase our environmental outlays 
by more than 10%, and provide the new 
staff resources necessary to ensure that 
the Nation’s 
obeyed ; 

—determine the best way of enforcing 
the landmark environmental statutes en- 
acted in 1977, taking considerations of 
science and public policy into account; 

—pursue several important initiatives, 
including a National Heritage program 


environmental laws are 
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and designation of national interest lands 
in Alaska, to manage our precious natural 
resources better and to preserve our 
heritage. 

Environmental Statutes 


In 1977, we worked closely with Con- 
eress to enact three of the most significant 
environmental statutes in recent years: 

The Surface Mining Control and 
Reclamation Act establishes a joint 
Federal-State program to make sure we 
use economically and environmentally 
sound strip-mining practices. It also sets 
up a fund to reclaim lands which have 
been ravaged by uncontrolled, careless 
mining, and provides clear, stable policy 
direction for operators. 

The Clean Air Act Amendments 
establish strict but achievable standards 
for auto emissions and ensure continued 
progress in reducing pollution from sta- 
tionary air pollution sources. 

—The Clean Water Act 
many of our most important water clean- 
up programs and will protect our Na- 
tion’s wetlands without unnecessary Fed- 
eral requirements. The Act also reforms 
the sewage treatment construction grant 
program and gives strong emphasis to 
the control of toxic chemicals in our 
environment. 

We will provide the leadership and the 
funding necessary to carry out these new 
laws. 

Water Policy 

In 1977, an effort was begun to ensure 
that Federal programs and policies pro- 
vide sound and fair management of our 
limited and valuable water resources. We 
began a complete review of Federal water 
policy, which will be completed this year. 
After close consultation with the Con- 
gress, the States, and the public, we will 
propose measures needed to carry out the 
recommendations of that study. 


authorizes 
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We will also continue with the strong 
dam safety inspection program which was 
initiated late last year to make sure our 
dams, public or private, are safe. 


Alaska Lands 


Last year, I sent Congress a proposal 
for use of Federal lands in Alaska. This 
proposal will protect 92 million acres for 
the public, will create or expand 13 na- 
tional parks and reserves, 13 national 
wildlife refuges, and will confer wild and 
scenic river status on 33 waterways. I 
hope Congress will adopt these measures, 
which are needed this year to preserve the 
unique natural treasures of Alaska and, at 
the same time, permit the orderly devel- 
opment of Alaskan resources. 


Redwood National Park 


Redwood National Park contains some 
of the Nation’s largest and oldest trees. 
Last year, to protect these trees from de- 
struction by commercial logging at the 
edges of the Park, legislation was pro- 
posed to expand its boundaries. We will 
press for Congressional action on this bill 


in 1978. 
National Heritage Program 


We will shortly be proposing a Federal- 
State program to preserve unique ele- 
ments of our natural and cultural 
heritage. This program, modeled after 
successful ones in several states, will be 
administered by the Department of the 
Interior. Although many of the necessary 
steps can be taken administratively, we 


will seek some new legislative authority 
in 1978. 


Federal Compliance with Environmental 
Laws 

My Administration is committed to the 

principle that the Federal government 

must set a good example of compliance 


with those environmental laws and reg- 
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ulations which have been established for 
the private sector. So far, unfortunately, 
the Federal record has been found want- 
ing. My 1979 budget includes money to 
bring Federal facilities into compliance 
with existing environmental laws and 
regulations. 


Federal Reclamation 


In 1977, we began a thorough review 
of the 1902 Reclamation Act. After the 
study has been completed and reviewed 
this year, I will propose to Congress any 
changes needed to modernize the law. 


Mining Law Reform 


Last year the Administration proposed 
legislation to replace the archaic 1872 
Mining Law with a modern leasing sys- 
tem for publicly-owned mineral resources. 
The 1872 system has resulted in with- 
drawal of large areas of land from 
mineral exploration as the only tool for 
environmental protection. The Admin- 
istration’s proposal would establish a bal- 
anced system where the public interests 
in mineral development, environmental 
protection and revenue to the U.S. Treas- 
ury will all be accomplished. Special pro- 
visions would minimize burdens on small 
operators and provide incentives for ex- 
ploration. 

Oil Spills 

Last year I proposed to Congress legis- 
lation which would establish strict lia- 
bility standards for oil tanker spills and 
would improve regulations aimed at pre- 
venting future oil spills. That legislation 
is still needed. 


SCIENCE AND TECHNOLOGY 


The health of American science and 
technology and the creation of new 
knowledge is important to our economic 
well-being, to our national security, to our 
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ability to help solve pressing national 
problems in such areas as energy, en- 
vironment, health, natural resources. I 
am recommending a program of real 
growth of scientific research and other 
steps that will strengthen the Nation’s 
research centers and encourage a new 
surge of technological innovation by 
American industry. The budget increase 
of 11% for basic research will lead to im- 
proved opportunities for young scientists 
and engineers, and upgraded scientific 
equipment in the Nation’s research cen- 
ters. I am determined to maintain our 
Nation’s leadership role in science and 
technology. 

We will continue America’s progress in 
the field of space exploration with con- 
tinued development of the space shuttle 
system and procurement of four shuttle 
orbiters for operations from both East 
and West coasts, development of a space- 
craft to study for the first time the polar 
regions of the Sun, and increased outlays 


for demonstrations of the practical appli- 
cations of space-based systems and devel- 
opment of space technology. 


ForEIGN AFFAIRS 


A year ago I set five goals for United 
States foreign policy in the late 1970s and 
early 1980s: to reassert America’s moral 
leadership; to strengthen our traditional 
ties with friends and allies; to work to- 
ward a more just international system; to 
promote regional reconciliation; and to 
preserve peace through preparedness and 
arms control. These goals continue to un- 
derlie my agenda for 1978. 


MORAL LEADERSHIP 
During the past year, we have placed 
American foreign policy on a new course 
consistent with the values and _ highest 


ideals of the American people. We are 
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trying to limit the worldwide sale of 
arms; we are trying to prevent nuclear 
explosives—and the ability to make 
them—from spreading to more countries; 
we are building a new relationship with 
the developing countries, and we are 
promoting human rights throughout the 
world. 


Human Rights 


Virtually everywhere, human rights 
have become an important issue—espe- 
cially in countries where they are system- 
atically violated. There has been real 
progress, and for that the United States 
can take some credit. 

We have taken the lead among West- 
ern nations at the Belgrade Review Con- 
ference on Security and Cooperation in 
Europe. Working closely with our Allies, 
and with neutral and non-aligned na- 
tions, our delegation—led by Ambassador 
Arthur Goldberg—has conducted a thor- 
ough review of implementation of the 
Helsinki Final Act, in all] its aspects. We 
clear the United States is 
committed to the full implementation of 
the Final Act in this and other areas. We 
will seek a further Review Conference in 
two years; meanwhile, we will press for 
better implementation of the Helsinki 
Final Act. 


have made 


Non-Proliferation 
We 
dangers 


must not ignore the enormous 

posed by the unrestrained 
spread of nuclear weapons technology. 
We recognize the benefits of commercial 
nuclear power, but we also must acknowl- 
edge the risks. We believe that all coun- 
tries can enjoy the benefits, while the risks 
are minimized, by developing safer tech- 
nologies and creating new institutions to 
manage and safeguard all phases of the 
nuclear fuel cycle. Meanwhile, we have 


decided to postpone a premature commit- 
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ment to technologies we cannot yet safely 
manage on a commercial scale; and we 
are seeking to persuade others that there 
are sound economic and energy reasons 
for them to do likewise. 


Arms Sales 


The world is threatened by the spiral- 
ing increase in trade of conventional 
arms. Not only do these arms increase the 
likelihood of conflict, they also divert re- 
sources from other human needs. It will 
not be easy to slow this spiral. We will 
begin to cut back on our own sales in rec- 
ognition of the fact that, as the world’s 
principal seller, we have a duty to take 
the first step. But we know that our ef- 
forts can only succeed if other major arms 
suppliers and recipients cooperate. 


TIES WITH FRIENDS AND ALLIES 


The energy crisis has underscored the 
reality of interdependence among nations 
and the need for a stable international fi- 
nancial and trading system. Our own ac- 
tions reflect the belief that consultations 
with traditional friends and dialogue with 
developing nations are the only way that 
the United States can provide the eco- 
nomic and political leadership which the 
world expects of us. 


Working with the Allies 


During the past year, the United States 
restored our traditional friends and allies 
to the center of our foreign policy. Within 
days after his inauguration, the Vice 
President visited Brussels, Rome, Bonn, 
Paris, Reykjavik, and Tokyo. I met fre- 
quently in Washington with European 
and Japanese leaders. I participated in 
the Economic Summit in London, the 
1977 NATO Summit, and a Four-Power 


Summit with leaders of Britain, Germany, 
and France. At the beginning of 1978, I 
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visited France and Belgium—and while 
in Brussels, made the first visit by an 
American President to the headquarters 
of the European Community. We have 
also consulted with our European Allies 
on such diverse subjects as SALT, MBFR, 
the Middle East, Africa, human rights, 
the Belgrade Conference, energy, non- 
proliferation, the global economy, and 
North-South relations. We will intensify 
these efforts this year, expanding the list 
to include close consultations with the 
Allies on major arms control issues. 

On May 30-31, we will host a NATO 
Summit in Washington, and we are also 
planning another Economic Summit this 
year. 

We have shown in our dealings with 
Japan that close allies can find solutions 
to shared problems. Early in the year, 
we were concerned about nuclear reproc- 
essing in Japan, but through flexibility 
and goodwill on both sides a suitable ac- 
commodation was reached on the building 
of a nuclear reprocessing plant there. 
Most recently, we reached agreement with 
the Japanese on ways to deal with their 
large current account surplus. Our trade 
and economic talks are another example 
of constructive action. 


International Economic Cooperation 


We are working to improve and extend 
the international economic system, to 
strengthen international economic institu- 
tions, and to ensure that international 
economic competition takes place in an 
orderly fashion. We will seek to improve 
cooperation among nations in the IMF, 
the GATT, the World Bank, the OECD, 
and other international organizations 
which have enabled us to maintain an 
open, liberal, trade and payments system. 
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The American economy remains strong. 
Our competitive position in international 
trade is excellent. In 1977 our merchan- 
dise exports exceeded imports (except for 
oil) by a large amount. Our inflation rate 
is among the lowest in the industrial 
world. 

But our balance of trade and payments 
incurred a large and worrisome deficit. 
There were two main causes: 

—TIn 1977, $45 billion flowed out to pay 
for imported oil. This wiped out what 
would otherwise have been a_ trade 
surplus. 

—The demand here for foreign goods 
was much greater than the demand for 
American goods abroad. In 1977, Amer- 
ican GNP increased roughly twice as fast 
in real terms as the GNP of our main trad- 
ing partners. 

Against this background, the exchange 
rate of the dollar declined relative to the 
currencies of Japan, Germany, Switzer- 
land, and other European countries. 
These developments led to disorderly con- 
ditions in the exchange markets. In De- 
cember I made clear that the United 
States would intervene to counter these 
disorders, and we have done so. 

To assure the integrity of the dollar we 
must act now: 

—We need a healthy and growing 
United States economy, with adequate in- 
vestment, a prudent budget, and declin- 
ing inflation. This will make us more com- 
petitive and more attractive to foreign 
investors. 

—We need to conserve energy and de- 
velop alternative sources of supply. This 
will reduce our dependence on imported 
oil, and cut the outflow of dollars. 

—We need to see a more vigorous 
world economy. Stronger growth, par- 
ticularly in countries like Germany, 
Japan, Switzerland, and the Netherlands, 
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can help reduce our own deficits and bring 
stability to international payments. 

Factors already at work will reduce our 
trade deficit. Economic activity in Eu- 
rope and elsewhere should rise. Our oil 
imports should level off this year. The 
effect of new exchange rates that have al- 
ready occurred will, when their full effect 
is realized, improve our trade balance by 
several billions of dollars. While our trade 
and payments deficit in 1978 will be large, 
our external position should show some 
improvement. 

We must also augment our capacity to 
deal with possible strains and pressures by 
strengthening our international trade and 
monetary system. I urge the Congress to 
act promptly to approve United States 
participation in the IMF’s Supplemen- 
tary Financing Facility. 

The trading nations of the world are 
engaged in negotiations to reduce bar- 
riers and improve the international trad- 
ing system by a reciprocal and balanced 
opening of markets. Freer trade will en- 
able us all to use the world’s resources 
more efficiently and will contribute to 
economic growth. 

We will also attempt to strengthen the 
rules that have regulated international 
trade during the last 30 years. Interna- 
tional competition must take place with- 
in a framework of agreed rules that are 
recognized as appropriate and fair. 


THE DEVELOPING COUNTRIES 


One of the most critical issues facing 
the United States is our economic and po- 
litical relationship with developing coun- 
tries. Our economy has become visibly 
dependent on the developing world for 
supplies and markets. 
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North-South Dialogue 

Throughout 1975 and 1976 the United 
States and other developed countries 
worked with a group of developing na- 
tions in the Conference of International 
Economic Cooperations (CIEC). That 
“North-South Dialogue” reached agree- 
ment on some issues in June 1977, but 
there remain a number of unresolved 
questions. The United States will con- 
tinue to consult and negotiate with de- 
veloping countries on questions like com- 
modity price stabilization, technology, and 
a common fund for international buffer 
stocks. We will pursue the North-South 
dialogue in the months ahead, confident 
that the developed nations and the de- 
veloping nations can agree upon meas- 
ures that will let all nations participate 
more fully in the management of the 
world economy. 

Africa 

Our relations with Africa involve 
energy, human rights, economic develop- 
ment, and the North-South dialogue. The 
Maputo and Lagos Conferences demon- 
strated that African countries can discuss 
difficult problems with us, to mutual ad- 
vantage. Our relations with Nigeria have 
improved dramatically. 

The Administration’s FY 79 budget 
substantially increases development as- 
sistance to Africa, including continued 
support for the African Development 
Fund, and other programs to help African 
governments meet their people’s basic 
human needs. The growth of African re- 
gional institutions like the Sahel Develop- 
ment Fund is important to African 
development. 


Latin-America/Caribbean 

The Administration’s approach to 
Latin America and the Caribbean recog- 
nizes this region’s diversity. We have 
placed great importance on the protection 
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and defense of human rights, on halting 
the proliferation of nuclear weapons ca- 
pabilities, on restraining conventional 
arms sales, on contributing to the settle- 
ment of disputes, and on engaging Latin 
governments in global economic nego- 
tiations. 

We are now seeking Senate ratification 
of Protocol I of the Treaty of Tlatelolco, 
and the American Convention on Human 
Rights. Through the Caribbean Group, 
we are trying to promote regional devel- 
opment. And we intend to help several 
nations develop alternative energy 
sources. 


Panama 

General Torrijos and I signed the two 
Panama Canal Treaties on September 9, 
1977. These treaties meet the legitimate 
interests of Panama and the United States 
and guarantee our permanent right to 
protect and defend the Canal. They will 
contribute importantly to regional sta- 
bility. 
Asia 

The United States has sought to under- 
line our desire for a close relationship with 
the developing countries of Asia through 
my visit to that continent and through 
regular contacts with the member coun- 
tries of the Association of Southeast Asian 
Nations. We welcome the cooperation 
with ASEAN of the developed countries 
of the region, such as Japan and Aus- 
tralia. 


PROMOTING REGIONAL RECONCILIATION 


The greatest danger to world peace and 
stability is not war among the great 
powers, but war among small nations. 
During the past year, the United States 
has helped to promote productive nego- 
tiations in two troubled regions: the 
Middle East and Southern Africa. We 


have also tried to settle conflicts in the 





Administration of Jimmy Carter, 1978 


Horn of Africa and on Cyprus. And we 
have negotiated two Panama Canal 
Treaties that will enhance our country’s 
relations with all the nations of Latin 
America. 


The Middle East 


In an effort to break with the rigid 
approaches of the past and bring about 
an overall peace settlement, I have looked 
to three basic principles: normalization of 
political, economic and cultural relations 
through peace treaties; withdrawal of 
armed forces from occupied territory to 
recognized and secure borders and the 
establishment of effective security meas- 
ures; and a resolution of the Palestinian 
question. 


Significant progress toward peace in 
the Middle East was made last year; we 
particularly applaud President Sadat’s 
courageous initiative, reciprocated by 
Prime Minister Begin, in launching direct 
negotiations. The United States will con- 
tinue this year to encourage all parties to 


resolve this deep-seated conflict. 
Southern Africa 

The entering Administration inherited 
problems in Rhodesia, Namibia, and 
South Africa. 

—With the British, the United States 
launched new Rhodesian discussions 
last year. The Anglo-American Plan 
of September 1 sets forth fair and 
workable principles for majority 
rule: a transition period leading to 
free elections, a UN presence, a con- 
stitution with a judicially protected 
bill of rights, and a Zimbabwe De- 
velopment Fund. 

—The five-power Contact Group, in 
which the United States participates, 
has held discussions with South Af- 
rica and with the Southwest Africa 
Peoples Organization and other in- 
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terested parties on an internationally 
acceptable settlement for an inde- 
pendent Namibia under majority 
rule. This effort has produced wide 
agreement, including provisions for a 
substantial UN presence. 

—The United States has told the South 
African Prime Minister that unless 
his nation begins a progressive trans- 
formation toward full political par- 
ticipation for all its people, our rela- 
tions will suffer. We supported a 
United Nations arms embargo on 
South Africa, prohibited “gray area” 
sales, and began a review of US/ 
South African economic relations. 


The Horn of Africa 


Arms supplied by the Soviet Union now 
fuel both sides of a conflict in the Horn 
of Africa between Somalia and Ethiopia. 
There is a danger that the Soviet Union 
and Cuba will commit their own soldiers 
in this conflict, transforming it from a 
local war to a confrontation with broader 
strategic implications. 

We deplore the fact that disagreements 
in this region have grown—with the assist- 
ance of outside powers—into bloody con- 
flict. We have made clear to both sides 
that we will supply no arms for aggres- 
sive purposes. We will not recognize forc- 
ible changes in boundaries. We want to 
see the fighting end and the parties move 
from the battlefield to the negotiating 
table. 


Cyprus 
We hope that the groundwork was laid 
in 1977 for a permanent settlement in 


Cyprus and we are encouraging move- 
ment in that direction. 


PRESERVING PEACE 


During the past year, the Administra- 
tion has assessed the threats to our own 
and our Allies’ security, as well as our 
collective strength to combat these threats. 
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We have sought to promote responsible 
arms control efforts and to reduce com- 
petition in arms. Recognizing that a strong 
defense is the foundation of our security, 
we have made certain that our defense 
spending will be sufficient and used to 
maximum effect. 


Arms Control 


The fundamental purposes of our arms 
limitations efforts are to promote our own 
national security and to strengthen inter- 
national stability, thereby enhancing the 
prospects for peace everywhere. 

—We are trying to move the Strategic 
Arms Limitation Talks toward more am- 
bitious objectives. We want to reduce, not 
just contain, the competition in the num- 
ber of strategic weapons possessed by the 
United States and the Soviet Union, and 
to limit qualitative improvements in 
weapons which merely raise the risks to 
all of us. Precisely because of our deter- 
mination to obtain both of these objectives 
negotiations have been difficult and pro- 
longed. However, I am confident that the 
agreement that we will present to the 
Congress will meet them. 

—We have also made solid progress to- 
ward an objective that the United States 
has pursued for many years: a compre- 
hensive treaty banning all nuclear explo- 
sions. This treaty will be open to all na- 
tions of the world. It will be a major step 
toward reduced reliance on these weap- 
ons and toward halting their further 
spread in the world. 

—At the same time we are seeking 
arms limitations agreements with the 
Soviet Union that will contribute to se- 
curity and stability in various regions of 
the world. In Europe we and our NATO 
Allies are seeking a mutual and balanced 
force reductions agreement that will 
achieve greater stability and balance at 
lower levels of forces. In the Indian 
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Ocean, where neither we nor the Soviet 
Union has yet deployed military power on 
a large scale, we are working for an 
agreement to prevent a major military 
competition. 

—For the first time, we have begun to 
negotiate with the Soviet Union the out- 
lines of a treaty banning chemical 
warfare. 

—An essential element of American 
security is the maintenance of stability in 
the Western Pacific, where the United 
States plays a major role in maintaining a 
balance of power. We are seeking to re- 
adjust our military presence in Korea by 
reducing our ground forces on the Penin- 
sula and undertaking compensatory 
measures to ensure that an adequate bal- 
ance of forces remain. We are talking 
with the Filipino government about the 
future of our military bases there. 

—We are continuing the process of nor- 
malization of our relations with the Peo- 
ple’s Republic of China within the frame- 
work of the Shanghai Communique. 

—In the last year, we have sought to 
halt the worldwide spread of nuclear 
weapons capacity. Nearly 40 nations have 
joined with us in an effort to find nuclear 
power sources that cannot be readily used 
for building nuclear weapons. 


Defense Posture/Budget 


The defense budget that I am recom- 
mending to Congress will fulfill our most 
pressing defense needs. I am requesting 
increases in defense spending that more 
than compensate for inflation. They are 


needed to maintain an adequate military 
balance in the face of continued Soviet 
military efforts. 

—As we negotiate with the Soviets over 
strategic arms, we are continuing to pre- 
serve essential equivalence in strategic nu- 
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clear strength. Here our technological ad- 
vantage over the Soviet Union is most 
apparent. We are building cruise missiles, 
which together with upgraded B-—52s will 
assure the capability of this element of 
our Triad. We are continuing to develop 
the M-X missile system in case we need to 
deploy them. In this budget, I am request- 
ing funds for continued increase in our 
Trident submarine force, which is our 
most important strategic program because 
submarines are so hard for any enemy to 
destroy. 

—With our NATO Allies we are trying 
to improve the initial combat capability 
of NATO forces. We will improve the 
readiness of critical combat units, enhance 
American capability to send ground and 
tactical air forces reinforcements, and in- 
crease our permanent forces there. To lay 
the foundation for future improvements, 
the budget I propose requests 18% in- 
creases in the procurement of equipment 
for the Army. The United States is not 
taking these steps alone; we are partici- 
pating in a mutual effort. 

—The importance of sea forces to 
United States national security is undis- 
puted. The Navy receives the largest share 
of the defense budget, and I am request- 
ing funds to continue its modernization. 
But, we need to examine the appropriate 
size and mix of United States naval forces 
in the future. Therefore, I have deferred 
spending for new aircraft carriers until a 
current Defense Department study is 
completed early this year. While we main- 
tain our naval strength, we should have 
the capability to deploy rapidly a light 
but effective combat force worldwide, if 
necessary, without overseas base support. 
To this end, I am requesting funds for a 
vigorous airlift enhancement program. 


In these and other ways, we are seeking 
to develop a foreign policy which is wider 
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in scope; a foreign policy which recognizes 
global diversity; and a foreign policy 
which builds a more just and stable inter- 
national system. 
Jimmy Carter 
The White House, 
January 19, 1978. 


Economic Report and Tax and 
Budget Messages 


Remarks at the Signing Ceremony. 
January 20, 1978 


THE PRESIDENT. It’s a pleasure this morn- 
ing to come and sign three very important 
documents, I think, which describe what 
our Nation has done this past year and 
what we expect to do this coming year 
and in the years afterwards. 

As I mentioned last night in my state 
of the Union speech, the economy has 
made great progress in 1977, and we hope 
through proper economic decisions and 
careful planning and cooperation between 
me, the Congress, and the public sector of 
our Nation, to continue this progress dur- 
ing 1978. 

We anticipate that the increase in the 
gross national product will be almost 5 
percent, that the unemployment rate will 
continue to go down—perhaps not as 
rapidly as in 1977, but at a steady pace— 
and that we can indeed control inflation. 

We have a strong economy. Our Nation 
quite often forgets in transient times of 
adverse monthly reports that we are still 
the strongest nation on Earth. We’ve been 
blessed with a free enterprise system that 
encourages initiative. We’ve been given 
great natural resources by God, and we’ve 
husbanded them very well and we can 
do better. And I think we have an at- 
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titude and a confidence that augers suc- 
cess for us in the future. 

This Economic Report is one that de- 
scribes very clearly the challenges for this 
coming year, and it also describes how we 
can indeed continue the good progress 
that has been shown in our Nation dur- 
ing the last 12 months. 

I want to congratulate all the people 
behind me for having helped to make it 
possible to give this good report and who 
will help me during the coming year to 
carry out these programs and to reach the 
goals that we’ve described here. 

[At this point, the President signed the Eco- 
nomic Report.] 

Charlie, thank you very much. Would 
you like to add anything? 

Dr. Scuvutt7ze. No, sir. J think you did 
so well on it that I’m afraid anything I 
added would detract. [Laughter] 

THE PRESIDENT. The next document 
that Id like to sign today is the tax mes- 
sage, which I outlined in very brief terms 
last night. 

This is a very far-reaching and com- 
plicated tax proposal but, at the same 
time, it greatly simplifies the tax laws of 
our Nation. It makes them much more 
fair and equitable. easier to understand, 
and also gives a $25 billion reduction of 
the tax burdens on the American people. 

Included in the tax message is a de- 
lineation of substantial tax reforms, 
quite far-reaching; some have said the 
most far-reaching set of tax proposals in 
the history of our country. These, I hope, 
will be acted upon by the Congress ex- 
peditiously. Without the tax reforms, the 
amount of the tax reduction would not 
be advisable. So, tax reform and tax re- 
duction are tied very intimately together. 

I think that the Treasury Department 
has done an outstanding job. And even at 
this signing ceremony, I would like to say 
that throughout this document, which is 
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highly professional in its quality, the hand 
of Larry Woodworth can be seen on al- 
most every page. He will be receiving an 
award, posthumously, in a few moments. 
But I think I would be remiss if I didn’t 
point out the great contribution that he 
made, the profound professionalism that 
he brought to his job, and the, I think, un- 
equaled trust and confidence that mem- 
bers of both the House and the Senate, the 
executive branch of Government, and the 
public placed in this wonderful man. Un- 
fortunately, he died this past fall, but his 
memory lives with us. And I think the 
superb quality of the tax message is at- 
tributable in a great degree to his con- 
tribution. 

Secretary Blumenthal, I’d also like for 
you to congratulate all your people for 
the good work that has been done. I look 
forward to a rapid passage of this legis- 
lation. It will be effective, according to 
our proposal, on the Ist of October 1978. 

We anticipate fairly good economic 
news for the United States the first two 
quarters of this year. We have a good mo- 
mentum going, fairly low inventories 
which will encourage production to con- 
tinue to go up. But without this tax re- 
duction, the dampening effect of the pres- 
ent trends will be felt the last half of this 
year. And we want to be sure that this 
progress that has been realized is unin- 
terrupted and that tax reduction will be 
the key to sustaining growth, reduction in 
unemployment, and the containment and 
control of inflation. 

So, I’d like now to sign the tax measure 
that will go to Congress. The tax measure 
will go up when? 

SECRETARY BLUMENTHAL. Saturday. 


[At this point, the President signed the tax 
message.] 


Tue Present. Saturday. In both 


these instances, Charlie Schultze and 
Mike Blumenthal would have given the 
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press a detailed briefing on them, and 
then the messages will go to Congress 
quite soon. 

The third document that I'd like to 
sign—and this is just a part of it—is the 
1979 fiscal year budget. This is the first 
budget that I’ve had a chance to prepare 
as President. I inherited the 1978 fiscal 
year budget, and we could make some 
last-minute changes in it. 

This has been completely evolved 
using the new zero-based budgeting tech- 
nique. It was an extraordinarily gratify- 
ing experience for me and, I think, for 
the officers and workers in the Office of 
Management and Budget. It’s tight. It’s 
well-considered. It meets the human 
needs of our people. It improves greatly 
our own national defense capability. It 
doesn’t waste money. It has a relatively 
low increase in expenditures compared to 
previous years. It’s a good step toward a 
balanced budget if we can sustain the 
economic prosperity that seems to be in 
progress. And I think it’s a great tribute 
to the professionals who have helped in 
its preparation. 

I’ve spent a great deal of time this past 
year in meetings with the budget officers 
and also in meetings with the leaders of 
the departments and agencies who will be 
served well by this budget. We have, I 
think, a good presentation to make to the 
Congress, and I believe it will be well 
received. 

So, I’m proud of the ’79 fiscal year 
budget and believe that in the future, we 
can do an even better job as the innova- 
tive and progressive consequences of a 
zero-based budgeting technique are 
learned even better by the agencies of our 
Government. 


[At this point, the President signed the budget 
message.] 


Mike, would you or Jim like to add a 
word? 
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SECRETARY BLUMENTHAL. No, Mr. 
President. I think you’ve said it all. 

THE PRESIDENT. Well, I won’t answer 
questions this morning on these, but as I 
said earlier, Jim McIntyre, on the budget, 
and Mike Blumenthal, on the tax reduc- 
tions and reform measure, and Charlie 
Schultze, on the economy, will be avail- 
able for complete briefings on these docu- 
ments and on our proposals. 


Thank you very much. 


NOTE: The President spoke at 10 a.m. in the 
Roosevelt Room at the White House. 

For the Economic Report of the President, 
see page 129 of this issue. The tax and budget 
messages will be printed in next week’s issue. 


Alexander Hamilton Award for 
Laurence N. Woodworth 


Remarks of the President and Secretary of the 
Treasury Blumenthal at the Presentation 
Ceremony. January 20, 1978 


THE PresipeNT. As I mentioned earlier 
as I signed the tax message, there was a 
special feeling in the minds and hearts 
of everyone who knew Larry Woodworth 
that he exemplified every attribute of 
what a public servant should be. 

He occupied a position with the Senate 
Finance Committee and the House Ways 
and Means Committee where he worked 
closely with both groups, and he had such 
a high integrity and such superb profes- 
sional competence that his word was 
accepted in the most detailed and contro- 
versial issues facing our Nation’s tax de- 
cisions. I don’t know of another public 
servant, a professional, who can equal the 
esteem with which Larry Woodworth was 
known. 

I got to know Larry Woodworth before 
I became President. He came down to 
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Plains to describe to me some of the ques- 
tions, some of the problems, some of the 
opportunities with the tax structures of 
our Nation. He was the first Assistant Sec- 
retary that I was privileged to appoint. 
And as he moved from the legislative into 
the executive branch of Government, the 
move was an uninterrupted means for 
him to continue to contribute. 

This is the highest award that the 
Treasury Denartment can give, the Alex- 
ander Hamilton Award, for outstanding 
service to a man who was not only out- 
standing in his professional life but also 
in his private life. He was a deeply reli- 
gious man, and the morality that perme- 
ated his activities and his attitudes was 
an inspiration to all who knew him. 

He was a Sunday school teacher. He 
was a good family man. And his loss, 
which was quite unexpected, came in the 
service of his Nation. And I know that 
Secretary Blumenthal, who is the one who 
grants this award, would like to add a 
word to what I’ve said about Larry 
Woodworth. 

I wish he was here to accept the award 
in person, but his wife is here, Mrs. 
Woodworth. 

Mr. Secretary, I'll give the award to 
you now for presentation. 

SECRETARY BLUMENTHAL. Thank you, 
Mr. President. I merely wish to echo what 
you have said about Larry Woodworth 
and to say that his expertise and his pro- 
fessionalism were a great inspiration to all 
of us in the Treasury and, particularly, I 
learned a great deal from him. 

I came very quickly to admire him and 
to rely on his judgment and to follow his 
advice. He had more to do than any sin- 
gle person in helping the President shape 
this program, which he’s sending to the 
Congress today, and virtually every page 
of that document and every recommenda- 
tion that the President is making, in one 
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way or another, has the stamp and the 
flavor of Larry Woodworth printed on it. 

So this is a very special day for all of 
us. I therefore would like to present to 
you the Alexander Hamilton Award, Mrs. 
Woodworth, for Larry, together with the 
certificate and the citation. 

Tue Presivent. He was also a good 
guy and a good friend. There was a per- 
sonal thing about Larry, a warmth that 
just made everybody care for him. 

Mrs. Woopwortu. Well, he thought 
very highly of you, as you know. And I 
always thought that we should have a 
double Sunday school lesson sometime. 
[Laughter] 

Tue Presipwent. Thank you very 
much. Thank you, everybody. 


NOTE: The President spoke at 10:11 a.m. in 
the Roosevelt Room at the White House. 
Laurence N. Woodworth was Assistant Secre- 
tary of the Treasury for Tax Policy from 
February 24, 1977, until his death on De- 
cember 7, 1977. 


Executive Schedule 


Executive Order 12035. January 20, 1978 


RELATING TO CERTAIN PosITIONS IN 
Levet IV or THE Executive ScHED- 
ULE 


By virtue of the authority vested in me 
by Section 5317 of Title 5 of the United 
States Code, and as President of the 
United States of America, Section 1 of 
Executive Order No. 11861, as amended, 
placing certain positions in Level IV of 


the Executive Schedule, is further 
amended by deleting “Adviser to the Sec- 
retary (Counselor, Economic Policy 
Board), Department of the Treasury” in 
subsection (13) and inserting in lieu 
thereof “Assistant Secretary (Enforce- 
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ment and Operations), Department of 
the Treasury”. 
Jimmy Carter 
The White House, 
January 20, 1978. 


[Filed with the Office of the Federal Register, 
12:18 p.m., January 20, 1978] 


The Cyprus Conflict 


Message to the Congress Reporting on 
Progress Toward a Negotiated Settlement. 
January 20, 1978 


To the Congress of the United States: 

As required by Public Law 94-104, this 
report describes the progress that has been 
made during the last sixty days towards a 
negotiated settlement on Cyprus. 

In my last such report to the Congress, 
submitted on October 28, I described 
with cautious optimism the efforts that 
the Administration had been undertaking 
to promote an early resumption of mean- 
ingful intercommunal negotiations under 
the auspices of the United Nations. Over 
the past sixty days we have continued to 
discuss the Cyprus issue extensively with 
Turkish, Greek and Cypriot representa- 
tives and with U.N. officials, our purpose 
remaining that of persuading the parties 
to resume intercommunal talks at the ear- 
liest possible date and to be prepared to 
come to the table with substantive, nego- 
tiable proposals. 

The Cyprus situation was discussed in 
the bilateral meetings that Secretary 
Vance held with Greek Foreign Minister 
Papaligouras and Turkish Foreign Min- 
ister Caglayangil in Brussels in early De- 
cember. These conversations and contacts 
with the two Cypriot communities have 
fortified our belief that a Cyprus settle- 
ment is earnestly desired by the parties 
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concerned, and that they accept the need 
to resume negotiations to this end. For- 
eign Ministers Papaligouras and Cagla- 
yangil also met bilaterally in Brussels, and 
in a joint communique stated that Greece 
and Turkey would continue to encourage 
a prompt resumption of negotiations as a 
means of promoting a comprehensive 
solution of the Cyprus problem. 

We hope that the recent elections in 
Greece will give new momentum to the 
search for a Cyprus settlement. Prime 
Minister Caramanlis said in his policy 
statement to the Chamber of Deputies in 
Athens on December 14 that his govern- 
ment “will continue to support the inter- 
communal talks under U.N. aegis and 
will provide its full support to the people 
of Cyprus...” 

The Turkish Government has in recent 
weeks given public evidence of its favor- 
able attitude towards a settlement on 
Cyprus. In a series of public interviews 
late in November, Foreign Minister Cag- 
layangil declared his support for an early 
resumption of negotiations and indicated 
Turkish flexibility with respect to both 
territorial and constitutional aspects of 
a package agreement. He also called for 
economic cooperation between the two 
Cypriot communities, and reaffirmed the 
Turkish Government’s intent to withdraw 
its troops from the island once a settle- 
ment is in effect. This Administration has 
welcomed Foreign Minister Caglayangil’s 
statements as containing a number of posi- 
tive elements, and we have also noted as 
steps in the right direction the Turkish 
Government’s decisions to withdraw an 
air force unit and 700 of its ground forces 
from Cyprus. It is our hope and expecta- 
tion, based on the Turkish Government’s 
announcement, that additional troop 
withdrawals will be made. Steps such as 
these might improve the general atmos- 
phere so as to encourage the sense of trust 
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required to make meaningful talks pos- 
sible. 

Since late October the Administration 
has actively encouraged the two Cypriot 
communities to reach agreement on form- 
ulation of a joint committee—with Inter- 
national Red Cross _participation—to 
investigate cases of persons reported as 
missing and unaccounted for since the 
intercommunal violence of the 1960’s and 
the Turkish intervention of 1974. Work 
towards establishment of such a commit- 
tee is proceeding. Tracing missing per- 
sons is, of course, a humanitarian rather 
than a political matter. Nevertheless, the 
experience of these past two months dem- 
onstrates that practical solutions to the 
problems that divide Greek and Turkish 
Cypriots might indeed be attainable. The 
readiness of both Cypriot parties to ac- 
cept a simple and _non-controversial 
resolution on missing persons in the U.N. 
General Assembly’s Third Committee 
testified to a constructive attitude on this 
issue. 

The United Nations General Assembly 
conducted its annual debate on Cyprus 
November 7-9, and the Security Council 
approved on December 15 the extension 
for a further six months of the mandate 
of the U.N. peacekeeping force on Cyprus 
(UNFICYP). The General Assembly de- 
bate provided the opportunity for a thor- 
ough debate of the issues involved in 
the Cyprus dispute. Renewal of the 
UNFICYP mandate, in itself an impor- 
tant step, was significant also for the com- 
mendable spirit of compromise displayed 
by the several parties concerned. 

Resolute movement towards intensified 
negotiations is still required, and in the 
weeks and months ahead we will persist 
in our efforts to achieve this goal. We be- 
lieve we are proceeding in the right di- 
rection, and we remain hopeful that sub- 
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stantive progress towards a just and last- 
ing Cyprus settlement can be achieved. 


Jummy Carter 
The White House, 
January 20, 1978. 


National Science Board 


Message to the Congress Transmitting the 
Annual Report. January 20, 1978 


To the Congress of the United States: 

I am pleased to submit to the Congress 
the Ninth Annual Report of the National 
Science Board, entitled Science Indica- 
tors—1976. This report is the third in a 
series of reports describing key aspects 
of the status of American science and 
technology. 

The data and indicators presented 
herein should prove useful to anyone 
needing an authoritative source of infor- 
mation on various aspects of the scien- 
tific enterprise in this country. 

Many of these indicators show that the 
United States continues to rank high in 
most areas of science. It is particularly 
important to maintain this strength 
through an adequate level of national in- 
vestment in basic, long-term research be- 
cause that type of research precedes and 
underlies advances in many areas of na- 
tional interest such as health, energy, de- 
fense, agriculture, and industrial produc- 
tivity. 

I commend Science Indicators—1976 
to the attention of the Congress. 

Jummy Carter 
The White House, 
January 20, 1978. 


NOTE: The report is entitled “Science Indica- 
tors—1976, Report of the National Science 
Board, 1977” (Government Printing Office, 
304 pp.). 
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Economic Report of the President 


Annual Message to the Congress. 
January 20, 1978 
To the Congress of the United States: 

I will be working closely with the Con- 
gress in 1978 to enact a program ad- 
dressed to the immediate and the long- 
term needs of our economy. I am 
proposing tax reductions and reforms to 
continue our strong economic recovery, 
to encourage increased investment by 
American businesses, and to create a 
simpler and fairer tax system. I am seek- 
ing legislation to address the special prob- 
lems of the disadvantaged and the unem- 
ployed. And I am taking new steps to 
combat inflation. 

This report to the Congress on the con- 
dition of the economy sets forth the over- 
all framework within which my economic 
proposals were formulated. It outlines, 
for you and for the Nation, my economic 
priorities for the years ahead and my 
strategies for achieving them. 

I have begun from the premise that our 
economy is basically healthy, but that 
well-chosen Government policies will as- 
sure continued progress toward our eco- 
nomic goals. 

Last year more than four million new 
jobs were created in our country—an all- 
time record—and unemployment was re- 
duced by more than one million persons. 
Output rose by almost 6 percent, and the 
benefits of this large increase were widely 
shared. The after-tax income of con- 
sumers, adjusted for inflation, rose sub- 
stantially during 1977. Wages of the typ- 
ical American worker increased by more 


than the rise of prices, and business profits 
also advanced. 


The American economy is completing 
three years of recovery from the severe 
recession of 1974-75. Recovery in most 
other nations has lagged far behind our 
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own. In the economies of our six major 
trading partners, seven million persons 
were unemployed at year’s end—more 
than at the depths of the 1974-75 reces- 
sion. Our inflation rate is also lower than 
in most other nations around the world. 
We have a great many accomplishments. 
But much progress remains to be made, 
and there are problems to be dealt with 
along the way. 

The recession of 1974—75 was the worst 
in 40 years, and the substantial increase 
in output over the past three years still 
leaves the economy operating below its 
productive potential. We cannot be con- 
tent when almost 61 million people ac- 
tively seeking jobs cannot find work, when 
3% million workers take part-time jobs 
because they cannot find full-time em- 
ployment, and when one million people 
have stopped looking for a job because 
they have lost hope of finding one. We 
cannot be content when a substantial por- 
tion of our industrial plant stands idle, as 
it does today. 

We cannot be satisfied with an eco- 
nomic recovery that bypasses significant 
segments of the American people. Unem- 
ployment among minorities is more than 
twice as high as that among whites—and 
unemployment among minority teenagers 
is tragically high. Women have fewer sat- 
isfying job opportunities than men, and 
older Americans often find their access to 
the job market blocked. Farm incomes 
have dropped precipitously. 

We must also address other problems 
if we are to assure full restoration of pros- 
perity. Inflation is a serious economic con- 
cern for all Americans. The inflation rate 
is too high and must be brought down. 
Moreover, a residue of unease and cau- 
tion about the future still pervades the 
thinking of some of our people. Businesses 
are still hesitant in their long-term invest- 
ment planning, and the stock market re- 
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mains depressed despite the substantial 
increase in business profits. 

The economic difficulties that we face 
in the United States also confront most 
nations around the world. Our mutual 
problems are the legacy of the trauma 
suffered by the world economy during the 
early 1970s. The massive escalation of oil 
prices since 1973 continues to impose 
great burdens on the world economy. Oil 
imports drain away the purchasing power 
of oil-importing nations and upset the in- 
ternational balance of payments. 

Many foreign governments have been 
reluctant to adopt policies needed to stim- 
ulate economic growth because they are 
concerned that inflationary pressures 
might be renewed or that their balance 
of international payments might be wors- 
ened. Abroad, as well as at home, con- 
cerns about the future have deterred busi- 
ness investment in new plants and equip- 
ment. As a consequence, economic growth 
has stagnated in many countries, 2nd the 
rise in the capital stock needed to increase 
productivity, raise standards of living, and 
avoid future inflationary bottlenecks is not 
occurring. 

The problems we face today are more 
complex and difficult than those of an 
earlier era. We cannot concentrate just on 
inflation, or just on unemployment, or just 
on deficits in the Federal budget or our 
international payments. Nor can we act 
in isolation from other countries. We must 
deal with all of these problems simul- 
taneously and on a worldwide basis. 

Our problems cannot be solved over- 
night. But we can resolve them if we fix 
our sights on long-term objectives, adopt 
programs that will help us to realize our 
goals, and remain prepared to make ad- 
justments as basic circumstances change. 

In making my decisions on tax and 
budget policies for fiscal 1979, and in 
planning more generally for our Nation’s 
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future, I have been guided by four objec- 
tives for our economy that I believe our 
Nation should pursue. 

We must continue to move steadily 
toward a high-employment economy in 
which the benefits of prosperity are widely 
shared. Progress in reducing unemploy- 
ment of our labor and capital resources 
must be sure and sustainable. Over the 
next several years I believe we can in- 
crease our real output by 414 to 5 per- 
cent per year, and reduce unemployment 
by about one-half of a percentage point 
each year. An especially high priority is 
to increase job opportunities for the dis- 
advantaged, particularly for black and 
Spanish-speaking Americans, and to deal 
more effectively with local pockets of un- 
employment, such as those in urban areas. 
We should eliminate unfair advantages 
through reform of the tax system, and re- 
structure our welfare system to assure 
that the fruits of economic growth are 
enjoyed by all Americans. 

We should rely principally on the pri- 
vate sector to lead the economic expan- 
sion and to create new jobs for a grow- 
ing labor force. Five out of every six new 
jobs in the economy are created in the 
private sector. There are good reasons 
for continuing to rely mainly on the pri- 
vate sector in the years ahead. By empha- 
sizing the creation of private jobs, our 
resources will be used more efficiently, 
our future capacity to produce will ex- 
pand more rapidly, and the standard of 
living for our people will rise faster. Re- 
liance upon the private sector does not 
mean neglecting the tasks that govern- 
ment can and must perform. The Federal 
Government can be an active partner to 


help achieve progress toward meeting 


national needs and, through competent 
management, still absorb a declining por- 
tion of the Nation’s output. 
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We must contain and reduce the rate 
of inflation as we move toward a more 
fully employed economy. Inflation ex- 
tracts a heavy toll from all Americans, 
and particularly from the poor and those 
on fixed incomes. Reducing inflation 
would benefit us all. A more stable price 
environment would make it easier for 
business firms and consumers to plan for 
the future. Thus, reduced inflation would 
substantially enhance our chances to 
maintain a strong economic expansion 
and return to a high-employment econ- 
omy. In the years ahead we must seek to 
unwind the inflation we have inherited 
from the past and take the steps neces- 
sary to prevent new inflationary pressures 
as we approach high employment. 

We must act in ways that contribute to 
the health of the world economy. As the 
strongest economy in the world, the 
United States has unique responsibilities 
to improve the international economic 
climate. The well-being of the United 
States depends on the condition of other 
nations around the world. Their economic 
destiny is, in turn, shaped by ours. The 
United States can retain its stature in the 
world only by pursuing policies that meas- 
ure up to its role as a leader in interna- 
tional economic affairs. 

These four economic objectives are 
sufficiently ambitious to constitute a seri- 
ous challenge, but sufficiently realistic to 
be within our reach. A well-designed pro- 
gram will permit us to achieve them. The 
principal elements of my economic 
strategy are: 

¢ Adopting promptly an effective na- 

tional energy program ; 

Managing Federal budget expendi- 
tures carefully and prudently, so 
that we can meet national needs 
while gradually reducing the share 
of our national output devoted to 
Federal spending; 
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e Using tax reductions to ensure steady 
growth of the private economy and 
reforming the tax system to make it 
fairer, simpler, and more progressive ; 
Working to reduce the Federal deficit 
and balance the budget as rapidly as 
the developing strength of the econ- 
omy allows; 

Improving existing programs and de- 
veloping new ones to attack the prob- 
lem of structural unemployment 
among the disadvantaged; 
Promoting greater business capital 
formation in order to enhance pro- 
ductivity gains, increase standards of 
living, and reduce the chances that 
capacity shortages would inhibit ex- 
pansion later on; 

Adopting more effective programs to 
reduce the current rate of inflation 
and prevent a reacceleration of in- 
flation as we approach high employ- 
ment; and 

Pursuing international economic 
policies that promote economic re- 
covery throughout the world, en- 
courage an expansion of world trade, 
and maintain a strong international 
monetary system. 


PROMPT ADOPTION OF THE NATIONAL 
ENERGY PLAN 


It has now been over four years since 
our economy was buffeted by the oil 
embargo and its aftermath of sharply in- 
creased oil prices. The massive oil price 
increase in 1973-74 contributed to the 
double-digit inflation of 1974 and to the 
worst recession in 40 years. It is a pri- 
mary factor today behind the large deficit 
in our international balance of payments. 
Yet the United States still has not enacted 
a comprehensive and effective energy 
policy. 

Our dependence on imported oil is 
sapping the strength of the American 
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economy. Last year our imports of oil 
reached a total of about $45 billion, com- 
pared with $8 billion in 1973. The in- 
creased expenditures on those imports 
have been like a sudden and massive tax 
imposed on the American people. Only 
part of the revenues have been returned 
to the United States in the form of 
higher exports of American goods to oil- 
producing countries. As a consequence, 
that “tax” has become a major obstacle 
to economic growth. 

The huge deficit in foreign trade aris- 
ing from our oil imports has contributed 
to the fall in the value of the dollar 
abroad. The dollar’s decline has raised 
the cost of the goods we import and con- 
tributed to inflation. Our deficit also has 
unsettled international monetary markets, 
with adverse consequences for our inter- 
national trading partners. Our response 
to the energy crisis is therefore a central 
element in our international and domestic 
economic policy. The energy program will 
not solve our problems at once, but it will 
pave the way for a balanced foreign trade 
position and a strong and sound dollar. 

Our energy problems will worsen in the 
years to come unless we curb our appetite 
for oil and gas. Without decisive action, 
we will put additional pressure on the 
world oil market, aggravate inflationary 
pressures at home, and increase our vul- 
nerability to the threat of oil supply dis- 
ruptions. Together, these forces could 
severely limit the potential for con- 
tinued economic progress over the coming 
decade. 

The United States has no choice but to 
adjust to the new era of expensive energy. 
We can only choose when and how. If we 
act today, we have time to make a gradual 
transition to more efficient energy use— 
by conserving energy, increasing domestic 
energy production, and developing alter- 
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native sources of energy. If we delay, 
adjustment later will be harsh and pain- 
ful, requiring draconian measures to ac- 
complish what can now be done gradually 
and with far less anguish. 

The energy problem we face is enor- 
mously complex. Finding an acceptable 
and effective solution has not been easy 
for me or for the Congress. I look forward 
to working closely with the Congress early 
this year to assure a speedy resolution. An 
acceptable bill must satisfy the following 
principles: 

¢ First, the program must effectively 

reduce our consumption of limited 
energy supplies—oil and gas—while 
encouraging energy production and 
promoting a transition to the use of 
resources that are more abundant. 
Second, the program must be fair. No 
segment of the population should 
bear a disproportionate share of the 
cost or burden of adjustment, and no 
industry should reap unnecessary 
and undeserved windfall gains. 
Third, the program must be con- 
sistent with our overall economic 
strategy. It must neither undermine 
our efforts to continue the recovery 
nor obstruct achievement of our 
long-term budgetary goals. 

Dealing with the energy problem is a 
difficult test for our Nation. It is a test of 
our economic and political maturity. Our 
people would surely react if there were an 
immediate crisis. But I am asking them to 
undertake sacrifices to prevent a crisis. If 
we fail to act today, we will bring a crisis 
upon ourselves and our children in years 
to come. 


CAREFUL MANAGEMENT OF FEDERAL 
BUDGET EXPENDITURES 


My Administration has given high pri- 
ority to making more effective use of lim- 
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ited Federal resources. In fiscal 1976, 
Federal outlays amounted to 22'2 per- 
cent of the Nation’s gross national prod- 
uct. This is considerably higher than the 
share devoted to government spending 
that prevailed for many years. To some 
degree, the recent higher share reflects the 
fact that the economy is still perfoming 
below its capacity, and that Federal pro- 
grams to support the unemployed and the 
needy are larger than they would be in a 
high-employment economy. But it also 
stems from very rapid growth in a num- 
ber of Federal programs instituted over 
the past 10 to 15 years. 

Most of our Federal expenditure pro- 
grams are designed to achieve important 
national goals that the private sector of 
the economy cannot accomplish. Only the 
government can provide for the national 
defense, and government resources are 
essential to cushion the hardships created 
by economic recession, to preserve our na- 
tional resources, to protect the environ- 
ment, and to meet other critical needs. 

The Federal Government has a partic- 
ular obligation to provide assistance to 
those who remain in need even during 
good times. Last year I presented to the 
Congress a program to reform the wel- 
fare system—the Better Jobs and Income 
Act of 1977—that is a concrete example 
of our commitment to devote resources 
to the most pressing national needs. My 
program will cost money. But it also will 
establish a more easily understood wel- 
fare system that is less costly to admin- 
ister, less subject to abuse, and more re- 
sponsive to the true needs of those who 
receive a helping hand from government. 
This program will create up to 1.4 million 
jobs for those able to work, and it will re- 
place the patchwork of Federal, State, 
and local programs with a consistent in- 
come-support system that will relieve 
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much of the enormous burden now placed 
on State and local governments. 

In the management of a business en- 
terprise, efficiency is enforced by the dis- 
cipline of the market place. The collec- 
tive judgments of millions of consumers 
establish an environment in which waste 
and efficiency are eventually penalized. 
The government, however, is not subject 
to that discipline. We in government must 
therefore impose stringent controls on 
ourselves to ensure greater efficiency and 
to make better choices among the possible 
uses of the taxpayers’ money. 

To assist us in this endeavor, I have 
adopted methods of budgetary control 
that have been tested in the business 
community. Early last year I asked the 
Office of Management and Budget to in- 
augurate a system of zero-based budget- 
ing throughout the Federal Government. 
Within this budgetary system, every Fed- 
eral program is given careful scrutiny— 
no matter how large or how small it may 
be, no matter how long it has been in ex- 
istence or how recently established. This 
new system of budgetary planning helped 
to hold down less essential outlays in the 
budget for fiscal 1979 and focus our re- 
sources On our important national needs. 
It will produce even greater savings in 
subsequent years. A process of multiyear 
budgeting also has been inaugurated 
within the Federal Government that will 
require tentative budget plans to be de- 
veloped and reviewed for three years 
ahead. With this system we can more 
effectively control future expenditures— 
by avoiding commitments now to en- 
deavors that would grow in the future 


beyond the proportions we desire. 


In formulating my recommendations 
for the 1979 budget, I have exercised 
very strict controls over spending. Ad- 
justed for inflation, the increase in out- 
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lays has been held to less than 2 percent 
and the share of Federal expenditures in 
GNP will fall to 22.0 percent. I intend to 
continue prudent expenditure controls in 
the future. With good management we 
can, I believe, achieve our Nation’s im- 
portant social goals and still reduce over 
time the share of gross national product 
committed to Federal expenditures to 
about 21 percent. 


USING TAX REDUCTIONS TO PROMOTE 
STEADY ECONOMIC EXPANSION 


I propose to rely principally upon 
growth in the private sector of the econ- 
omy to reduce unemployment and raise 
incomes. Special Federal efforts will, of 
course, be necessary to deal with such 
problems as structural unemployment, 
but tax reductions will be the primary 
means by which Federal budget policy 
will promote growth. Careful manage- 
ment of budget outlays and a growing 
economy should permit substantial re- 


ductions in the years ahead. Tax reduc- 


tions will be needed to strengthen 
consumer purchasing power and expand 
consumer markets. Stable growth in mar- 
kets, together with added tax incentives 
for business, will lead to rising business 
investment and growing productivity. 

As inflation and real economic growth 
raise the incomes of most Americans, they 
are pushed into higher income tax brack- 
ets. The tax burden on individuals is 
raised just as if higher rates had been en- 
acted. The payroll taxes levied on work- 
ers and business firms for social security 
and unemployment insurance will also in- 
crease substantially over the years ahead. 
These are very large increases, but they 
are needed to keep our social security 
and unemployment insurance systems 
soundly financed. 

Between 1977 and 1979, taxes on busi- 
nesses and individuals will rise very 
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sharply as a result of these several factors. 
Even though our economy is basically 
healthy, this increasingly heavy tax bur- 
den would exert a mounting drag on eco- 
nomic growth. It must, therefore, be 
counteracted by tax reductions. The mag- 
nitude and timing of the reductions 
should be designed to maintain economic 
growth at a steady pace, taking into ac- 
count the effects both of the growing tax 
burden and of other factors at work in 
the economy. 

Consistent with this strategy, I am pro- 
posing a $25 billion program of net tax 
reductions accompanied by substantial 
tax reforms. 

Individual income taxes will be re- 
duced primarily through across-the-board 
reductions in personal tax rates, with spe- 
cial emphasis on low- and middle-income 
taxpayers. Personal taxes also will be sim- 
plified by my proposal to replace the ex- 
isting personal exemption and credit with 
a tax credit of $240 for each person in the 
taxpayer’s family. 

There also will be important reforms 
that will improve the individual income 
tax system and raise substantial revenues, 
enabling me to recommend larger per- 
sonal tax reductions. 

Overall, I am proposing personal tax 
reductions of $24 billion, offset by $7 bil- 
lion in tax reforms. These tax cuts, which 
will take effect next October 1, will sig- 
nificantly improve the progressivity of the 
tax system. The typical four-person 
family with $15,000 in income will receive 
a tax cut of $258—or more than 19 per- 
cent. As a result of the changes I am rec- 
ommending, filling out tax returns will be 
simpler for many people. 

Individuals also will benefit from re- 
ductions I have proposed in the Federal 
excise tax on telephone bills, and in the 
Federal payroll tax for unemployment in- 
surance. These two proposals will add 
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about $2 billion to consumers’ purchas- 
ing power that will be realized princi- 
pally through lower prices. 

Business taxes will be reduced by more 
than $8 billion in 1979 under my tax pro- 
gram, offset partially by more than $2 
billion in business tax reforms for a net 
tax reduction of nearly $6 billion. I have 
recommended that the overall corporate 
tax rate be reduced on October 1 from 
the current 48 percent to 45 percent, and 
be cut further to 44 percent in 1980. I 
also recommend that the existing 10-per- 
cent investment tax credit be made per- 
manent, and that the benefits of this credit 
be extended to investments in industrial 
and utility structures. My proposal will 
enable businesses to use the investment tax 
credit to offset up to 90 percent of their 
Federal tax liability, compared with the 
50-percent limit now imposed. 

Important new tax reforms also will 
affect businesses. I am, for example, pro- 
posing to reduce the deductibility of a 
large class of business entertainment ex- 
penses. I have also proposed changes in 
the tax status of international business 
transactions that are of significant cost to 
taxpayers but that benefit the public in- 
sufficiently. 

Because tax reform measures will raise 
$9 billion in revenue, it has been possible 
for me to recommend $34 billion in over- 
all tax reductions while keeping the net 
loss in revenues to $25 billion, the level I 
believe is appropriate given the state of 
our economy and the size of the budget 
deficit. 

These proposals do not include any ad- 
justment to take account of congressional 
action on my energy proposals. I pro- 
posed last April that the Congress pass 
a wellhead tax and rebate the proceeds 
of that tax directly to the American peo- 
ple. This is the best course to follow be- 
cause it protects the real incomes of con- 
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sumers and avoids a new source of fiscal 
drag. If the final energy bill includes a 
full rebate of the net proceeds of the 
wellhead tax, no further action on my 
part will be necessary. However, if the 
final bill allows for a rebate only for 
1978—as provided in the House version— 
I will send a supplemental message to 
the Congress recommending that the in- 
dividual tax reduction I am now pro- 
posing be increased by the amount of the 
net proceeds of the wellhead tax. 

These tax reductions are essential to 
healthy economic recovery during 1978 
and 1979. Prospects for continuation of 
that recovery in the near term are favor- 
able. Consumers have been spending 
freely, and many other economic indi- 
cators recently have been moving up 
strongly. Without the tax reductions I 
have proposed, however, the longer-term 
prospects for economic growth would be- 
come increasingly poor. Because of the 
fiscal drag imposed by rising payroll taxes 
and inflation, economic growth would 
slow substantially in late 1978, and fall 
to about 3% percent in 1979. The un- 
employment rate would stop declining 
and might begin to rise again, and the 
growth of investment outlays for new 
plant and equipment would slow signifi- 
cantly. 

With the reductions in taxes I have 
proposed, on the other hand, the economy 
should grow by 41% to 5 percent in both 
1978 and 1979. Nearly one million new 


jobs would be created. Unemployment 


would therefore continue to fall and by 


late 1979 should be down to around 5% 
to 6 percent. Capacity utilization and 
after-tax business profits would both im- 
prove, and thus the rate of investment in 
new plants and equipment should in- 
crease significantly. 
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Success in keeping a firm rein on spend- 
ing will permit further tax reductions in 
years to come. Our ability to foresee the 
future course of the economy is not good 
enough, however, to enable us to know 
when additional reductions will be 
needed or how large they should be. It 
would therefore be imprudent to plan 
specific policy measures now for more 
than the current and the next fiscal year. 
But I will make recommendations for 
budget and tax policies for 1980 and 
beyond that are in keeping with our ob- 
jectives of steady growth in the economy, 
more stable prices, and principal reliance 
on the private sector to achieve economic 
expansion. 


WORKING TO REDUCE THE FEDERAL DEFI- 
CIT AND BALANCE THE BUDGET AS SOON 
AS THE STRENGTH OF THE ECONOMY 
ALLOWS 
Federal budgetary policy can play a 

constructive role in maintaining the 
health of the economy. There are times 
when large deficits in the Federal budget 
must be tolerated because they are needed 
to bolster the purchasing power of con- 
sumers and businesses. A budget deficit 
that persisted during a period of high em- 
ployment and strong further growth of 
private demand, however, would put up- 
ward pressures on prices and would ag- 
gravate our inflationary problem. Under 
those circumstances, a budget deficit 
would also absorb savings that would be 
better used by the private sector to build 
new factories and offices and to purchase 
new machines. In order to assure that our 
economic progress remains on a solid foot- 
ing and is not undermined by inflation, 
we must reduce the Federal budget deficit 
and achieve a balanced budget as soon as 
the developing strength in the economy 
allows. 
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The first requisite is careful manage- 
ment and control of Federal spending. 
The second is a prudent weighing of the 
need for tax reductions against the goal 
of budget balance. 

This year I have proposed budgets that 
call for a deficit of $62 billion in 1978, 
and one only slightly smaller in 1979. Had 
I decided not to recommend a tax cut to 
put additional purchasing power in the 
hands of consumers and businesses, the 
deficit in 1979 could have been $15 to 
$20 billion smaller. But I believe that tax 
reduction is essential to continued prog- 
ress in an economy still characterized by 
substantial unemployment and idle plant 
capacity. 

How rapidly we can restore budget bal- 
ance depends on the strength of the pri- 
vate economy. Over the next few years, 
two factors will be of particular impor- 
tance. 

The first is the financial condition of 
State and local governments. In the past, 
the aggregate budget of these govern- 
ments tended to be approximately in bal- 
ance. Today the State and local sector as 
a whole is in surplus. In 1977, for ex- 
ample, aggregate State and local receipts 
from all sources exceeded expenditures by 
nearly $30 billion. This overall surplus 
does not mean that every State and local 
government is in good financial condition. 
Many are hard pressed. Moreover, a large 
part of the aggregate surplus represents 
accumulations of pension funds for the 
13 million employees of State and local 
governments. 

Substantial surpluses in the State and 
local sector are likely to continue in the 
future. They absorb the incomes of con- 
sumers and business, and so act as a drag 
on the economy. 

The second factor affecting the pace at 


which we can expect to move toward 
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budget balance is the large deficit in 
America’s foreign trade in goods and 
services. Imports into the United States 
have been swollen by the enormous 
quantity of oil we buy abroad to drive 
our cars, heat our homes, and fuel our 
industry. Our exports have grown only 
slowly, in large measure because eco- 
nomic growth abroad has been much 
slower than in the United States. As a 
result, the United States last year re- 
corded a deficit of close to $18 billion in 
our current international accounts. This 
deficit has the same general effect on 
economic activity as a multibillion dollar 
increase in taxes. 

Enactment of an effective energy pro- 
gram ultimately will reverse our growing 
dependence on oil imports. Moreover, 
economic growth in other countries 
should be improving over the next few 
years. But we may expect a current ac- 
count deficit of some size to continue in 
the near future. 

If strong economic expansion is to be 
maintained in the face of these major 
drains on the economy, additional tax re- 
ductions may be necessary beyond those I 
have proposed for 1979. But we will be 
better able to judge this question in a 
year or two, and we should not prejudge 
it now. 

In formulating my budgetary decisions 
thus far, I have been careful to avoid com- 
mitments that would make it impossible 
for us to balance the budget by 1981. With 
unusually strong growth in the private 
economy, we would need a balanced Fed- 
eral budget. In an economy growing less 
strongly, however, balancing the budget 
by 1981 would be possible only by for- 
going tax reductions needed to reach our 
goal of high employment. In those cir- 


cumstances, the date for reaching the goal 
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of budget balance would have to be 
deferred. 

What is important is that the planning 
and execution of Federal fiscal policies 
proceed in a prudent manner. Every de- 
cision on spending and taxes during my 
Administration has been, and will con- 
tinue to be, made in the context of long- 
run budgetary planning that avoids the 
creation of excess demand during periods 
of high employment. That is an essential 
ingredient of responsible budgetary policy. 


PROGRAMS TO ATTACK THE PROBLEM OF 
STRUCTURAL UNEMPLOYMENT 

Meaningful job opportunities ought to 
be available for all Americans who wish 
to work. But overall fiscal and monetary 
policy alone will not provide employment 
to many in our Nation. If we are to reduce 
unemployment satisfactorily, we must do 
more. 

Eleven percent of adult American 
workers from minority groups are now 
jobless—close to the rate a year ago, and 
over twice as high as the unemployment 
rate for white adults. About 17 percent 
of our teenagers are unemployed today; 
among black teenagers the unemploy- 
ment rate is nearly 40 percent. These in- 
tolerably high rates of unemployment 
must be brought down. This is an im- 
portant goal, but achieving it will be a 
difficult task. 

A generally healthy and growing econ- 
omy is a prerequisite for dealing effec- 
tively with structural unemployment, but 
it is not enough. Even in good times some 
groups suffer from very high unemploy- 
ment, which adds to the difficulty of 
achieving low unemployment and low in- 
flation simultaneously. As the economy 
moves toward high employment, employ- 
ers try to fill job vacancies from those 
groups of workers with substantial train- 
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ing and experience. Wage rates are bid up 
and prices follow, while large numbers 
from other groups are still looking unsuc- 
cessfully for work. Efforts to reduce un- 
employment among the unskilled and 
otherwise disadvantaged can be frustrated 
by inflationary pressures set off in those 
sectors of the labor market already fully 
employed. 

To reach high levels of employment 
while maintaining reasonable price sta- 
bility, we must take effective and ade- 
quate measures now to increase the em- 
ployment opportunities of the disadvan- 
taged. This principle is a key element of 
the Humphrey-Hawkins Bill—The Full 
Employment and Balanced Growth Act. 
I support this legislation and hope the 
Congress will enact it. 

We have already taken several signifi- 
cant steps in this direction. Last year I 
proposed and the Congress appropriated 
$8.4 billion to expand the Public Service 
Employment Program to 725,000 jobs. 
These jobs are more sharply targeted on 
the long-term unemployed and the poor 
than previous programs under the Com- 
prehensive Employment and Training 
Act. Direct opportunities for youth also 
have been expanded. The Youth Em- 
ployment and Demonstration Projects 
Act of 1977, which is providing job ex- 
perience and training in skills to unem- 
ployed youths, also was proposed by my 
Administration and enacted in 1977, pro- 
viding 166,000 work and training posi- 
tions for unemployed youths. 

Several further measures are proposed 
in my 1979 budget. I have recommended 
that Public Service Employment be con- 
tinued at the 725,000 job level through- 
out 1979, and that the number of jobs be 
phased down gradually in subsequent 
years as progress is made in reducing the 
overall level of unemployment. I have 
also recommended an expansion to $1.2 


138 


Administration of Jimmy Carter, 1978 


billion of the Youth Employment and 
Demonstration Projects Act to provide 
work opportunities and skill training for 
the unemployed youth who most need 
help. The Better Jobs and Income Pro- 
gram that I sent to the Congress in mid- 
1977 will create up to 1.4 million jobs, 
supplemented by cash allowances, for 
poor people who are able to work. An 
initial demonstration project for this pro- 
gram that will create 50,000 jobs is pro- 
posed in my 1979 budget, and more jobs 
will be phased in gradually once the wel- 
fare reform program is enacted. 

Government programs can provide val- 
uable assistance to the unemployed. In 
the end, however, we must turn to the 
private sector for the bulk of permanent 
job opportunities for the disadvantaged. 
It is in private industry that most pro- 
ductive jobs with opportunity for ad- 
vancement are found. For this reason, I 
am requesting $400 million in my 1979 
budget to begin a major new initiative 
for private sector hiring of the disadvan- 
taged. Details of this proposal will be 
submitted to the Congress shortly. I am 
requesting the fullest cooperation of the 
business community in this initiative and 
have been assured by business leaders that 
it will be forthcoming. 


GREATER EMPHASIS ON PROMOTING BUSI- 
NESS CAPITAL FORMATION 

Over a broad expanse of years, im- 
provement of the standard of living in 
this Nation depends primarily on growth 
in the productivity of the American work 
force. During the first two decades of the 
postwar period, the productivity of Amer- 
ican labor increased at an average annual 
rate of about 3 percent. Over the past ten 
years, however, productivity growth has 
slowed markedly—to about 2 percent or 
less a year. 
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The reasons for this break with past 
trends are complex, but one factor that 
clearly stands out is the relatively slow 
growth in the stock of business plant and 
equipment. Historically, improvements in 
productivity have been linked closely to 
investment in plant and equipment. In- 
vestment in new facilities has embodied 
new and more productive technology and 
has provided our work force with more 
and better tools. 

Business investment has lagged during 
the recovery for several reasons. Some of 
the fears engendered by the steep reces- 
sion and severe inflation of 1973-75 have 
remained and have reduced the incentive 
for businesses to invest. Uncertainties 
about energy supplies and energy prices 
have also been a deterrent to investment, 
and so have concerns about governmental 
regulations in a variety of areas. Finally, 
high costs of capital goods and a depressed 
stock market have diminished the incen- 
tives and raised the costs to businesses of 
investment in new plant and equipment. 

Industrial capacity is ample now. But 
without a substantial increase in invest- 
ment over the next few years, problems 
would build for the future. Rapid growth 
of capacity is needed to assure that short- 
ages of particular products do not emerge 
before we regain high employment. If 
capacity is not sufficient, bottlenecks may 
develop in some sectors, forcing up prices 
of industrial commodities. Inadequate 
rates of capital formation will also hold 
back the gains in productivity needed 
to improve standards of living and to 
avoid further aggravation of our inflation 
problem. 

My tax and other economic proposals 
will encourage a greater rate of business 
investment in several ways. By promoting 
a sustainable rate of economic recovery, 
they will assure businesses of an expand- 
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ing market for the output from new fac- 
tories and equipment. The specific tax 
reductions for business I have proposed 
will increase after-tax profits and so di- 
rectly provide additional incentives for 
investment. 

We must also have conditions in finan- 
cial markets that permit businesses to 
raise the funds they need for investment. 
Prudent Federal budgetary policies will 
contribute significantly to that end, as 
will policies that deal effectively with in- 
flation. Both will ease the Federal Re- 
serve’s task of pursuing monetary policies 
that support full recovery. 


MORE EFFECTIVE PROGRAMS TO REDUCE 
THE RATE OF INFLATION 


We cannot achieve full prosperity un- 
less we deal effectively with inflation. We 
must take steps to reduce the high rate 
of inflation inherited from the past and 
to guard against a renewed outbreak of 
inflation as we regain a high-employment 
economy. 

Our economy is not suffering at present 
from excess demand. Monetary growth in 
recent years has not been excessive, and 
Federal budget deficits have occurred in 
an economy with high unemployment and 
excess capacity. Yet prices continue to 
rise as a result of an inflationary process 
that has been under way for a decade. 

Our present inflation began back in the 
late 1960s and accelerated sharply in the 
early years of the 1970s. Since 1974 the 
rate of consumer price inflation has de- 
clined substantially—from 12 percent to 
between 6 and 614 percent at present. But 
that improvement is due largely to the 
termination of special influences affecting 
prices during 1974—the sharp rise of food 
and fuel prices, and the bulge in prices 
following the removal of wage and price 


controls. 
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Recent experience has demonstrated 
that the inflation we have inherited from 
the past cannot be cured by policies that 
slow growth and keep unemployment 
high. Since 1975, inflation has persisted 
stubbornly at a 6 to 61% percent rate— 
even though unemployment went as high 
as 9 percent and still stands above 6 per- 
cent, and even though a substantial pro- 
portion of our industrial capacity has been 
idle. The human tragedy and waste of 
resources associated with policies of slow 
growth are intolerable, and the impact of 
such policies on the current inflation is 
very small. Moreover, by discouraging in- 
vestment in new capacity, slow growth 
sows the seeds of future inflationary prob- 
lems when the economy does return to 
high employment. Economic stagnation 
is not the answer to inflation. 

Our first task in combating inflation is 
to guard against a renewed outbreak of 
higher price increases in the future. Firm 
discipline over the Federal budget and a 
prudent monetary policy are the most im- 
portant steps that can be taken. Programs 
to attack structural pockets of unemploy- 
ment among our people will make it pos- 
sible to achieve higher levels of employ- 
ment without exerting pressures on prices. 
Greater investment also will make a ma- 
jor contribution toward assuring that the 
capacity of our industry will be adequate 
to meet the needs of a high-employment 
economy. 

Enactment of an energy program will 
eventually reduce the demand for oil im- 
ports—contributing to market conditions 
that discourage substantial oil price in- 
creases, and combating the inflation that 
results from a decline in the exchange 
value of the dollar. The programs I have 
inaugurated to build a 30- to 35-million 


metric ton grain reserve will provide a 


buffer against sudden upward movements 
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in food prices in the event of bad 
weather. 

Our second task—reducing the current 
rate of inflation—will be harder. Yet we 
must tackle the problem. Unless the in- 
flation rate is brought down, the rate of 
price increase may well rise as unemploy- 
ment falls to lower levels in later years, 
with consequences that would thwart our 
efforts to bring about full recovery. 

The government has an obligation to 
set an example for the private sector, and 
we can play an important role in mod- 
erating inflation by reducing the effects 
of our own actions on prices. By adopting 
tax incentives and other policies to im- 
prove the growth of investment and pro- 
ductivity, we will help reduce the rise in 
costs and hence in prices. 

The excise tax reductions I have pro- 
posed in my 1979 budget also will con- 
tribute moderately to lower costs and 
prices. 

Government regulations also add to 
costs and raise prices. To some extent, 
this is the inevitable cost of much needed 
improvements in the environment and in 
the health and safety of workers and con- 
sumers. But there is no question that the 
scope of regulation has become excessive 
and that too little attention is given to its 
economic costs. We should not, and will 
not, give up our efforts to achieve cleaner 
air and water and a safer workplace. But, 
wherever possible, the extent of regula- 
tion should be reduced. We have elimi- 
nated hundreds of unneeded regulations 
already and will continue to pare down 
the remainder. 

I also intend to put a high priority on 
minimizing the adverse effects of govern- 
mental regulations on the economy. To 
this end, I have established a high-level 
interagency committee that—together 
with the relevant regulatory agency—will 
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review the economic effects of major reg- 
ulations. This committee will seek to as- 
sure that the costs of each regulation have 
been fully considered, and that all alter- 
natives have been explored, so that we 
may find and apply the least costly means 
of achieving our regulatory objectives. I 
have also directed my advisers to explore 
ways in which we can undertake an as- 
sessment of the impact of regulation on 
the economy as a whole and within each 
major sector. We need to find a way to 
set priorities among regulatory objectives 
and understand more fully the combined 
effects of our regulatory actions on the 
private economy. 

Where regulation of economic activity 
has become outmoded and substantial 
overhaul is called for, I will pursue ef- 
fective legislation. For example, I have 
supported actively congressional efforts to 
reform regulation of the airline industry, 
and I am considering proposals to re- 
form the regulation of other industries. 

I have given special attention to re- 
ducing the runaway cost of health care. 
The cost of a day in the hospital has more 
than doubled since 1970. Continuing 
escalation in the charges for hospital care 
can no longer be tolerated. I have sub- 
mitted legislation, the Hospital Cost 
Containment Act of 1977, that would 
limit sharply the rate of growth in hos- 
pital spending, and I urge the Congress 
to enact this legislation in 1978. 

The States can also play a role in 
moderating the current inflation. In 1976, 
State governments collected $50 billion in 
sales taxes. For the most part, these taxes 
enter directly into the cost of goods we 
buy and thus increase the price level. To- 
day, State governments with significant 
surpluses are considering tax reductions. 
I urge those in a position to do so to con- 
sider the advantages to the national 
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economy of reducing sales taxes, thereby 
helping to slow inflation. 

Government alone cannot unwind the 
current inflation, however. Today’s infla- 
tionary process is largely the consequence 
of self-fulfilling expectations. Businessmen, 
expecting inflation to continue, are less 
resistant to cost increases than they might 
be, since they have come to believe that, 
with all prices rising, their own increased 
costs can be passed on to consumers 
through higher prices. Wage increases are 
based on the expectation that prices will 
continue to rise. Wage gains in one sector 
spur similar demands in others. 

There are gainers and losers in this 
process, since some groups in the economy 
are more successful than others at defend- 
ing themselves against inflation. On the 
whole, however, the main result is con- 
tinued inflation. No one group—neither 
business, nor labor, nor government—can 
stop this spiral on its own. What is needed 
is a joint effort. 

Since the current inflation has devel- 
oped strong momentum, it cannot be 
brought to a sudden halt. But we can 
achieve a gradual but sustained decelera- 
tion—having each succeeding year’s in- 
flation lower than the previous one. The 
benefits of slower growth of prices and 
wages would be broadly shared. Everyone 
would be better off. A conscious effort 
should be made by those who make wage 
and price decisions to take the individual 
actions necessary to bring about an 
economy-wide deceleration of inflation. 

I am therefore asking the business 
community and American workers to par- 
ticipate in a voluntary program to de- 
celerate the rate of price and wage 
increase. This program is based on the 


initial presumption that prices and wages 


in each industry should rise significantly 
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less in 1978 than they did on average 
during the past two years. 

I recognize that not all wages and 
prices can be expected to decelerate at the 
same pace. For example, where profit 
margins have been particularly squeezed, 
or where wages are lagging seriously, de- 
celeration in 1978 would be less than for 
other firms or groups of workers. In ex- 
ceptional cases deceleration may not be 
possible at all. Conversely, firms or groups 
that have done exceptionally well in the 
recent past may be expected to do more. 

To enhance the prospects for success 
of this deceleration program, I have asked 
that major firms and unions respond to 
requests from members of my Adminis- 
tration to discuss with them on an infor- 
mal basis steps that can be taken during 
the coming year to achieve deceleration 
in their industries. In reviewing the eco- 
nomic situation prior to making my rec- 
ommendations to the Congress on the size 
of the pay raise for Federal workers, due 
to take effect next October, I will keep 
this objective of deceleration in mind. 

This program does not establish a uni- 
form set of numerical standards against 
which each price or wage action is to be 
measured. The past inflation has intro- 
duced too many distortions into the econ- 
omy to make that possible or desirable. 
But it does establish a standard of be- 
havior for each industry for the coming 
year: every effort should be made to re- 
duce the rate of wage and price increase 
in 1978 to below the average rate of the 
past two years. 

I have chosen this approach after re- 
viewing extensively all of the available 
options. There is no guarantee that es- 
tablishing a voluntary deceleration stand- 
ard will unwind the current inflation. I 
believe, however, that with the coopera- 
tion of business and labor, this proposal 
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will work. Deceleration is a_ feasible 
standard of behavior, for it seeks re- 
straint in wage and price actions in ex- 
change for a general reduction in infla- 
tion. It is also a fair standard. Industries 
and workers with far different histories 
and current situations will not be asked 
to fit within the constraint of a single 
numerical guideline. 

The inflation problem will not be easy 
to overcome. It will take time and pa- 
tience. But the importance of these efforts 
cannot be overestimated. Unless we gain 
better control over the inflation rate, the 
prospects for regaining a fully employed 
economy will be seriously reduced. My 
Administration cannot and will not pur- 
sue policies in the future that threaten 
to trigger a new and more virulent round 
of inflation in this country. To do so 
would be the surest way of destroying the 
hopes of our citizens for a long-lasting 
prosperity. 


INTERNATIONAL ECONOMIC POLICIES 
THAT PROMOTE ECONOMIC RECOVERY 
THROUGHOUT THE WORLD 


Outside the United States, the world 
economy has seen a hesitant recovery 
from the deep recession of 1974-75. The 
rapid pace of economic growth that was 
widespread over most of the postwar 
years has all but disappeared. Unemploy- 
ment is high, and in most industrial 
countries except the United States it is 
rising. Inflation is at high levels and de- 
clining only very slowly. 

The imbalances in the international 
economic system continue to strain the 
world economy. Because of the surpluses 
of oil-exporting countries, many countries 
have sizable deficits, including the United 
States. Some industrial nations are also 
running large and persistent surpluses— 
thus increasing the pressures on countries 
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in deficit. These imbalances have been a 
major factor contributing to disorder in 
exchange markets in recent months. 

The condition of the world economy re- 
quires above all that nations work to- 
gether to develop mutually beneficial so- 
lutions to global problems. If we fail to 
work together, we will lose the gains in 
living standards arising from the expan- 
sion of world commerce over the past 
three decades. If the world economy be- 
comes a collection of isolated and weak 
nations, we will all lose. 

The first priority in our international 
economic policy is continued economic 
recovery throughout the industrial world. 
Growth of the U.S. economy—the largest 
and strongest in the world—is of vital im- 
portance. The economic program that I 
have proposed will ensure that America 
remains a leader and a source of strength 
in the world economy. It is important 
that other strong nations join with us to 
take direct actions to spur demand within 
their own economies. World recovery 
cannot proceed if nations rely upon ex- 
ports as the principal source of economic 
expansion. 

At the same time all countries must 
continue the battle against inflation. This 
will require prudent fiscal and monetary 
policies. Such policies must be supple- 
mented by steps to reduce structural 
unemployment, measures to avoid bottle- 
necks by encouraging investment, and co- 
operation in the accumulation of com- 
modity reserves to insulate the world 
from unforeseen shocks. 


Reducing the widespread imbalances 
in international payments will require sev- 
eral parallel steps. To begin with, each 
individual country must ensure that its 


own policies help relieve the strains. The 
United States will do its part. In 1977 
we had a current account deficit of about 
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$18 billion. While not a cause for alarm, 
this is a matter of concern. We can take 
a most constructive step toward correct- 
ing this deficit by moving quickly to enact 
the National Energy Plan. 

Countries in surplus should also do 
their part. Balance of payments surpluses 
in some countries have contributed to the 
economic stagnation among their trading 
partners. Where their own economies 
have slack, it is appropriate for nations in 
surplus to stimulate the growth of do- 
mestic demand—thereby increasing their 
imports and improving the prospects for 
growth in deficit countries. In some coun- 
tries, lifting restraints on imports from 
abroad and reducing excessive govern- 
ment efforts to promote exports would be 
useful. After with the 
United States, the Japanese have indi 
cated they will take a series of steps toward 
reducing their large surplus. 


consultations 


The system of flexible exchange rates 
for currencies also can be helpful in cor- 
recting unsustainable imbalances in pay- 
ments among countries. Since its incep- 
tion in 1973, this system has operated well 
under unprecedented strains. 

During 1977 the U.S. dollar has fallen 
in value against several key currencies. 
The decline in the dollar’s value has oc- 
curred primarily against the currencies of 
those nations that have large trade and 
payments surpluses, and was not surpris- 
ing in view of our large payments deficit 
and their surpluses. Late in 1977, how- 
ever, movements in our exchange rate be- 
came both disorderly and _ excessively 
rapid. The United States reaffirmed its 
intention to step in when conditions in 
exchange markets become disorderly and 
to work in close cooperation with our 
friends abroad in this effort. 

Under the flexible exchange rate sys- 
tem basic economic forces must continue 





Jan. 20 


to be the fundamental determinant of the 
value of currencies. However, we will not 
permit speculative activities in currency 
markets to disrupt our economy or those 
of our trading partners. We recognize 
fully our obligation in this regard, and we 
have taken steps to fulfill it. 

Although substantial progress can be 
made toward a balanced world economy, 
some imbalances will persist for a sub- 
stantial period of time. Financing require- 
ments will remain large while adjustments 
occur. The private markets can and 
will continue to channel the bulk of the 
financing from surplus to deficit coun- 
tries. But it is essential that adequate offi- 
cial financing also be available, in case of 
need, to encourage countries with severe 
payments problems to adopt orderly and 
responsible corrective measures. To meet 
this critical need the United States has 
strongly supported a proposal to strength- 
en the International Monetary Fund by 
the establishment of a new Supplemen- 
tary Financing Facility. 

The United States also will continue to 
contribute resources to promote growth 
in the economies of the developing na- 
tions. International assistance efforts— 
through bilateral aid and multilateral in- 
stitutions—must continue to expand. We 
must also keep our doors open to imports 
from developing countries, so that their 
economies can grow and prosper through 
expanded trade. 

A keystone of our international eco- 
nomic policy is to work with our trading 
partners to protect a free and open trad- 
ing system. The American economy bene- 
fits by exporting those products that we 
make efficiently, and by importing those 
that we produce least efficiently. An open 
trading system increases our real incomes, 
strengthens competition in our markets, 
and contributes to combating inflation. 
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The United States will firmly resist the 
demands for protection that inevitably 
develop when the world economy suffers 
from high unemployment. The ensuing 
decline in world trade would worsen our 
problem of inflation, create inefficiencies 
in American enterprise, and lead to fewer 
jobs for American workers. But interna- 
tional competition must be fair. We have 
already taken and we will, when neces- 
sary, continue to take steps to ensure that 
our businesses and workers do not suffer 
from unfair trade practices. 

I place great importance on the Multi- 
lateral Trade Negotiations now under way 
in Geneva. I believe our negotiators will 
bring home agreements that are fair and 
balanced and that will benefit our econ- 
omy immensely over the years to come. 
The importance of these discussions can 
hardly be overemphasized. The trading 
system that emerges from the negotiations 
will set the tone for international com- 
merce well into the 1980s. Our commit- 
ment to a successful conclusion to these 
talks underscores our long-term empha- 
sis on the retention and expansion of open 
and fair trade among nations. 


THE CHALLENGE BEFORE US 


In this message I have outlined my 
fundamental economic goals and the 
strategy for attaining them. It is an ambi- 
tious, but I believe a realistic, agenda for 
the future. It calls for a broad range of 
actions to improve the health and fairness 
of the American economy. And it calls 
upon the American people to participate 
actively in many of these efforts. 

I ask the Congress and the American 
people to join with me in a sustained 
effort to achieve a lasting prosperity. We 
all share the same fundamental goals. We 
can work together to reach them. 


Jimmy Carter 
January 20, 1978. 
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Sugar, Sirups, and Molasses 
Imports 


Statement on Signing Proclamation 4547. 
January 20, 1978 


On the recommendation of Secre- 
tary of Agriculture Bob Bergland, and in 
consultation with other Federal agencies, 
I am announcing the following actions: 

—Effective January 21, 1978, all im- 
ported sugar will be subject to fixed fees 
of 2.7 cents per pound for raw sugar and 
3.22 cents per pound for refined sugar, not 
to exceed 50 percent of the value of im- 
ported sugar. 

—Directions have been given to the 
International Trade Commission to ex- 
pand its investigation in imported sugar 
to determine whether sugar-containing 
products are being or will be imported in 
quantities and under conditions that will 
result in national interference to the sugar 
price support operations being conducted 
by the Department of Agriculture. I have 
asked that their report be completed as 
soon as possible and be accompanied by 
specific recommendations for corrective 
actions. 

My decisions today address critical 
problems that have arisen since the issu- 
ance of my November 11 proclamation: 

—Our price objectives for imported 
sugar are protected. Our objective on im- 
ported refined sugar is 4.0 cents a pound 
above the imported raw sugar price ob- 
jective, an amount equal to the refining 
loss and refining costs. 

—Current and prospective market con- 
ditions indicate that had we continued 
the system of variable fees, imported re- 
fined sugar would not be subject to import 
fees, and there would be strong incentives 
to import sugar in refined, rather than 
raw form. Refined sugar has been enter- 
ing the United States at an unprecedented 
rate. 
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—Because I have instructed the Inter- 
national Trade Commission to conduct an 
investigation and report to me their rec- 
ommendations, the fixed fees that I have 
announced are being implemented in a 
temporary program under emergency 
authorities. 

—The fixed fee system eases the ad- 
ministrative burden, reduces the potential 
for price manipulation, and is familiar to 
the trade. 

—If I find, based on the new fixed fee 
system, that efforts continue to be made 
to take advantage of the system, I will not 
hesitate to take even more stringent 
actions. The dumping of imported sugar 
on our domestic market will not be 
tolerated. 


Sugar, Sirups, and Molasses 
Imports 


Proclamation 4547. January 20, 1978 


Import FEES ON Sucar, Sirups, AND 
MOLASSES 


By the President of the United States 
of America 


A Proclamation 


By Proclamation No. 4538 of Novem- 
ber 11, 1977, I imposed import fees on 
certain sugars, sirups, and molasses. I also 
requested the United States International 
Trade Commission to make an immediate 
investigation with respect to this matter 
pursuant to section 22 of the Agricultural 
Adjustment Act, as amended (7 U.S.C. 
624), and to report its findings and rec- 
ommendations to me as soon as possible. 

The Secretary of Agriculture has since 
informed me that the fees established by 
Proclamation No. 4538 are insufficient. 
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He has again advised me that he has 
reason to believe that sugars, sirups, and 
molasses, derived from sugar cane or 
sugar beets, classified under items 155.20 
and 155.30, of the Tariff Schedules of 
the United States (TSUS) (19 U.S.C. 
1202) , hereinafter referred to as “sugars”, 
are being, or are practically certain to be, 
imported into the United States under 
such conditions and in such quantities as 
to render or tend to render ineffective, or 
to materially interfere with the price sup- 
port operations now being conducted by 
the Department of Agriculture for sugar 
cane and sugar beets, or to reduce sub- 
stantially the amount of any product 
being processed in the United States from 
such domestic sugar beets and sugar cane. 
The Secretary of Agriculture has re- 
affirmed his determination that the condi- 
tion requires emergency treatment. 

I agree there is reason for these beliefs 
and I find and declare that: 

(a) Sugars, described below by use and 
physical description, are being imported, 
or are practically certain to be imported, 
into the United States under such con- 
ditions and in such quantities as to render 
or tend to render ineffective, or mate- 
rially interfere with, the price support 
operations being conducted by the De- 
partment of Agriculture for sugar cane 
and sugar beets, or reduce substantially 
the amount of any product processed in 
the United States from domestic sugar 
beets or sugar cane; 

(b) A condition exists which requires 
the immediate imposition of the import 
fees hereinafter set forth, without await- 
ing the report and recommendations of 
the United States International Trade 
Commission. 

(c) The imposition of the import fees 
hereinafter proclaimed is necessary in 
order that the entry, or withdrawal from 
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warehouse, for consumption of such 
sugars will not render or tend to render 
ineffective, or materially interfere with, 
the price support operations being con- 
ducted by the Department of Agricul- 
ture for sugar beets and sugar cane, or 
reduce substantially the amount of prod- 
ucts processed in the United States from 
such domestic sugar beets or sugar cane. 

Now, THEREFORE, I, Jimmy CarTER, 
President of the United States of America, 
acting under the authority vested in me 
by the Constitution and Statutes of the 
United States of America, including sec- 
tion 22 of the Agricultural Adjustment 
Act, as amended, do hereby proclaim that 
Part 3 of the Appendix to the TSUS is 
amended as follows: 

1. Headnote 4 is amended to read as 
follows: 


4. Sugar, sirups, and molasses 

(a) Licenses may be issued by the Secretary 
of Agriculture or his designee authorizing the 
entry of articles exempt from the fees pro- 
vided for in items 956.05, 956.15, and 957.15 
of this part on the condition that such articles 
will be used only for the production (other 
than by distillation) of polyhydric alcohols, 
except polyhydric alcohols for use as a substi- 
tute for sugar in human food consumption. 
Such licenses shall be issued under regulations 
of the Secretary of Agriculture which he deter- 
mines are necessary to insure the use of such 
articles only for such purposes. 

(b) “Not to be further refined or improved 
in quality” as used in item 956.05 means not to 
be further refined or improved in quality by 
being subjected substantially to the processes 
of (1) affination or defecation, (2) clarifica- 
tion, or (3) further purification by absorption 
or crystallization. 


2. Items 956.10, 956.20, 957.10, and 
957.20 are deleted. 

3. The following new items, in nu- 
mercial sequence, are added following 
item 955.06: 
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Rates of Duty 
(Section 22 Fees) 


Articles 





Sugars, sirups, and molasses, derived from sugar cane 
or sugar beets, except those entered pursuant to a 
license issued by the Secretary of Agriculture in 
accordance with headnote 4(a): 

Principally of crystalline structure or in dry 
amorphous form, provided for in item 155.20, 
part 10A, schedule |: 

Not to be further refined or improved in quality... 3.22¢ per lb., but not in ex- 

cess of 50% ad val. 

2.70¢ per lb., but not in ex- 
cess of 50% ad val. 


To be further refined or improved in quality..... 


Not principally of crystalline structure and not in 
dry amorphous form, containing soluble non- 
sugar solids (excluding any foreign substance 
that may have been added or developed in the 
product) equal to 6% or less by weight of the 
total soluble solids, provided for in item 155.30, 
part 10A, schedule 1....................... 3.22¢ per Ib. of total sugars, 
but not in excess of 50% 
ad val. 





With the following exceptions, this 
proclamation applies to articles entered, 
or withdrawn from warehouse, for con- 
sumption after 12:01 a.m. (Eastern 
Standard Time) on the day following its 
issuance. One exception shall be for the 
sugars of Malawian origin which entered 
the United States before February 15, 
1978, pursuant to contracts for delivery to 
the United States entered into before 
November 11, 1977. Further, if it is estab- 
lished to the satisfaction of the Commis- 
sioner of Customs that articles subject to 
proclamations 4538 and 4539 exported to 
the United States before November 11, 
1977, or imported to fulfill forward con- 
tracts for delivery to the United States 
entered into before November 11, 1977, 
could have been, but were not, entered for 
consumption on or before January 1, 1978, 
as a result of the delay in transportation 
to a point within the limits of a Customs 
port of entry of the United States because 
of windstorm, fog, or similar stress of 


weather, the provisions of proclamations 


4538 and 4539 shall not apply to the ar- 
ticles even though they are entered for 
consumption after January 1, 1978 nor 
shall the provisions of this proclamation 
be applicable to them. The proclamation 
shall continue to apply until I have acted 
on the Report of the United States Inter- 
national Trade Commission. 

In Witness WuereorF, I have here- 
unto set my hand this twentieth day of 
January, in the year of our Lord nineteen 
hundred and seventy-eight, and of the In- 
dependence of the United States of 
America the two hundred and second. 

Jimmy CarTER 


[Filed with the/Office of the Federal Register, 
5:11 p.m., January 20, 1978] 





Digest of Other 
White House Announcements 


The following listing includes the Presi- 
dent’s daily schedule and other items of 
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general interest as announced by the 
White House Press Office during the 
period covered by this issue. Events and 
announcements printed elsewhere in the 
issue are not included. 


January 16 

The President met at the White House 

with: 

—Zhbigniew Brzezinski, Assistant to the 
President for National Security 
Affairs; 

—Senator Howard H. Baker, Jr., of 
Tennessee; 

—the Cabinet; 

—Attorney General Griffin B. Bell. 


January 17 
The President met at the White House 
with: 
—Dr. Brzezinski; 
—Thomas P. O'Neill, Jr., Speaker of 
the House of Representatives; 
—members of the Democratic Caucus 
of the 94th and 95th Congresses; 
—Secretary of Defense Harold Brown, 
Adm. Stansfield Turner, Director 
of Central Intelligence, and Dr. 
Brzezinski; 
—Representative Morris K. Udall of 
Arizona; 
—Representative Al Ullman of Ore- 
gon, 
—Senator Howard W. Cannon of 
Nevada; 
—members of the House Democratic 
Steering and Policy Committee. 
January 18 
The President met at the White House 
with: 
—Dr. Brzezinski; 
—Representative Joe D. Waggoner of 
Louisiana ; 
—Representative David R. Obey of 
Wisconsin: 


—Senator William Proxmire of Wis- 
consin; 

—members of the Board of Trustees of 
the Council of the Americas and 
Ambassador Ellsworth Bunker, to 
discuss the Panama Canal treaties; 

—Secretary Brown; 

—a group of consumer leaders. 

In a ceremony in the Oval Office, the 
President received diplomatic credentials 
from Ambassadors Roberto Quinonez 
Meza of El Salvador and Jorge Lamport 
Rodil of Guatemala. 

At a news conference at the White 
House, representatives of the 1977 Inau- 
gural Committee announced a surplus of 
more than $800,000, and the creation of a 
perpetual trust to finance public events 
in future Inaugurations. 

The White House announced that the 
President telephoned President Anwar 
al-Sadat of Egvpt to discuss the Middle 
East negotiations. 


January 19 

The President met at the White House 
with: 

—Dr. Brzezinski; 

—Representative Richard Bolling of 

Missouri; 

—Senator Russell B. Long of Loui- 

siana; 

—Representative John J. Rhodes of 

Arizona; 

—Mrs. Carter, for lunch. 

At a news conference at the White 
House, Attorney General Griffin B. Bell 
announced the President’s intention to 
nominate William H. Webster, of St. 
Louis, Mo., United States Circuit Judge 
for the Eighth Circuit, to be Director of 
the Federal Bureau of Investigation. 

Following his State of the Union ad- 
dress, the President attended a White 
House reception for a group of supporters 
from Towa. 





Administration of Jimmy Carter, 1978 


January 20 
The President met at the White House 
with: 
—Dr. Brzezinski; 
—Senator Frank Church of Idaho; 
—Thomas J. Watson, Jr., chairman of 
the executive committee of IBM 
Corp. ; 
—members of the President’s Commis- 
sion on White House Fellowships. 
The President declared an emergency 
for the State of Arkansas because of the 
impact of tornadoes which struck Cross, 
St. Francis, and Woodruff Counties on 
January 7. 
The President left the White House for 
a weekend trip to Georgia. 





NOMINATIONS SUBMITTED 
TO THE SENATE 


The following list does not include promo- 
tions of members of the Uniformed Services, 
nominations to the service Academies, or non- 
inations of Foreign Service officers. 


Submitted January 20, 1978 


ARTHUR T. TIENKEN, of Virginia, a Foreign 
Service officer of Class one, to be Ambassa- 
dor Extraordinary and Plenipotentiary of the 
United States of America to the Gabonese 
Republic, and to serve concurrently and 
without additional compensation as Ambas- 
sador Extraordinary and Plenipotentiary of 
the United States of America to the Dem- 
ocratic Republic of Sao Tome and Principe. 


WituiaM E. ScHAUFELE, Jr., of Ohio, a For- 
eign Service officer of the Class of Career 
Minister, to be Ambassador Extraordinary 
and Plenipotentiary of the United States of 
America to Poland. 

RicHarp J. BLoomriELp, of Connecticut, a 
Foreign Service officer of Class one, to be 
Ambassador Extraordinary and Plenipoten- 
tiary of the United States of America to Por- 
tugal. 

Rosert W. BucHHEIM, of the District of Co- 
lumbia, for the rank of Ambassador during 
the tenure of his service as the United States 
Commissioner on the United States-Soviet 
Standing Consultative Commission. 


NOMINATIONS—Continued 
Submitted January 20—Continued 


Avme_eric L. CuristiAn, of the Virgin Islands, 
to be a Judge of the District Court of the 
Virgin Islands for a term of 8 years (reap- 
pointment). 

Jacx E. Tanner, of Washington, to be United 
States District Judge for the Eastern and 
Western Districts of Washington, vice Wil- 
liam N. Goodwin, deceased. 

Joun P. Votz, of Louisiana, to be United 
States Attorney for the Eastern District of 
Louisiana for the term of 4 years, vice Ger- 
ald J. Gallinghouse. 

Davin T. Woop, of Guam, presently United 
States Attorney for the District of Guam, to 
be also United States Attorney for the Dis- 
trict of the Northern Mariana Islands for 
a term expiring November 2, 1981 (new po- 
sition, Public Law 95-157). 

Juan G. Bras, of Guam, presently United 
States Marshal for the District of Guam, to 
be also United States Marshal for the Dis- 
trict of the Northern Mariana Islands for a 
term expiring September 14, 1981 (new 
position, Public Law 95-157). 

The following-named persons to be members 
of the National Council on Educational 
Research for terms expiring September 30, 
1980: 

Harotp Howe II, of New York, vice 
Arthur M. Lee, term expired. 

FREDERICK Henry ScHuLTz, of Florida, 
vice James Gardner March, term 
expired. 

R. Davin Pitt.e, of Maryland, to be a Com- 
missioner of the Consumer Product Safety 
Commission for the remainder of the term 
expiring October 26, 1982, vice Thaddeus A. 
Garrett, Jr. 

The following-named persons to be Commis- 
sioners of the Consumer Product Safety 
Commission for the terms indicated: 


EpitH BarKspDALE SLoan, of the District 
of Columbia, for a term of 7 years from 
October 27, 1976, vice Lawrence M. 
Kushner, term expired. 

Susan Bennett Kuno, of the District of 
Columbia, for a term of 7 years from 
October 27, 1977, vice R. David Pittle, 
term expired. 

James T. McIntyre, Jr., of Georgia, to be 
Director of the Office of Management and 
Budget, vice Thomas Bertram Lance, re- 
signed. 
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NOMINATIONS—Continued 


Submitted January 20—Continued 

Frank C. Cartucci, of Pennsylvania, to be 
Deputy Director of Central Intelligence, vice 
E. Henry Knoche, resigned. 

H. K. Aten, of Texas, to be First Vice Presi- 
dent of the Export-Import Bank of the 
United States, vice Delio E. Gianturco. 

The following-named persons to be members 
of the National Commission on Employment 
and Unemployment Statistics: (new posi- 
tions) 

BERNARD E. ANDERSON, of Pennsylvania 

GLEN G. Carn, of Wisconsin 

Jacx Carson, of Maryland 

MicHaEL Haro_p Moskow, of Illinois 

Rupo_pw ALPHONSUS OswaALD, of Mary- 
land 

SamveEt L. Popkin, of California 

MITCHELL Sviriworr, of New York 

Joan Lawson WIts, of Virginia 

Hucu F. Owens, of the District of Columbia, 
to be a Director of the Securities Investor 
Protection Corporation for a term expiring 
December 31, 1979 (reappointment). 

WituiAm H. Wess Ter, of Missouri, to be Di- 
rector of the Federal Bureau of Investiga- 
tion for the term of 10 years, vice Clarence 
Marion Kelley, resigning. 





CHECKLIST OF WHITE HOUSE 
PRESS RELEASES 


The following releases of the Office of the 
White House Press Secretary, distributed dur- 
ing the period covered by this issue, are not 
included in the issue. 


CHECKLIST—Continued 

Released January 15, 1978 

Advance text: remarks at memorial services 
at the Capitol for Senator Hubert H. 
Humphrey 

Released January 17, 1978 

Question-and-answer session: with reporters 
concerning David Marston, U.S. attorney 
from Philadelphia—by Jody Powell, Press 
Secretary to the President 

Released January 19, 1978 

Announcement: nomination of David T. Wood 
to be United States Attorney for the Dis- 
trict of the Northern Mariana Islands 

Announcement: nomination of Juan C. Blas 
to be United States Marshal for the District 
of the Northern Mariana Islands 

News conference: on the President’s nomina- 
tion of William H. Webster to be Director 
of the Federal Bureau of Investigation—by 
Attorney General Griffin B. Bell 

Announcement: nomination of Jack E. Tanner 
to be United States District Judge for the 
Eastern and Western Districts of Washington 

Advance text: State of the Union address 





ACTS APPROVED BY 
THE PRESIDENT 


NOTE: No acts approved by the President were 
received by the Office of the Federal Register 
during the period covered by this issue. 





will be printed next week. 





Editor’s Note 


Note Concerning the Closing Time of This Issue 


The President left the White House on Friday afternoon, 
January 20, for a trip to Georgia. Releases issued on the trip 
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